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Invest in 
Victory 


PON the success of the Third 
Liberty Loan rests the victorious 
prosecution of the war. Upon this, in 
turn, rests the future integrity of Amer- 
ican investment values. 


Invest today in the Third Liberty 
Loan—in ALL the bonds you can. 
Invest in Prosperity; in Americanism. 


Invest in VICTORY. 


Knauth-Nachod & Kuhne 


Members of New York Stock Exchange 
120 Broadway 
NEW YORK CITY 
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OR a convenient method 
of purchasing 


ODD LOTS 


of stocks send for Booklet 
“T-32” 
Buy Liberty Bonds 
Hartshorne & Picabia 


Members N. Y. Stock Exchange 
7 Wall Street Tel. 4590 Rector 
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“‘America First’’ 
—and What It Means 


Among other things, “America 
First” means that when an in- 
vestor has money to lend he 
should lend it to the Government 
before any private enterprise is 
considered. ut another interpre- 
tation is that 


U. S. Government Bonds 


come first in safety and assurance 
of payment. Government Bonds 
are a sort of prior mortgage on the 
prosperity and natural wealth of 
the Nation. Before any individual 
or corporation can pay its debts, 
America’s debts must be paid. 
U. S. Government Bonds form ab- 
solutely the safest investment in 
the world. 

Send for Booklet SW-4—“A Nation 

at War—Its Financial Needs.” 


William [2. (mpton (0. 
Government and Municipal Bonds 
“Over a Quarter Century in This Business” 
14 Wall Street, New York 
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U.S. Steel Common 












I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to February |, 1918, 
in which the holders of Puts and Calls 
cleared from $771 to $946 Net Profit 
on each 100 share Put and Call. 


Puts and Calls enable you to take ad- 
vantage of the fluctuations either way 
with your cost and risk at all times 
limited to the dollar while profits are 
unlimited or all that a rise or a decline 
in a stock permits. 


Write for booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Broker & Dealer in Puts & Calls 
Endorsed by members of the N. Y. Stock Ex. 
20 Broad St., N. Y. City 
Tel. 1007 Rector Estab. since 1898 
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THE OUTLOOK 


Markets Optimistic on War Situation—Foreign Bonds Strong— 
Condition of the Banks—General Business Good— 
Government Relieves Bonds—Market Prospect 














HE notable feature of the market has been the stubbornness of prices in the face 
of both the German drive and the Liberty Loan drive. Securities have reflected 
the confidence of investors that the Allies’ line will hold and that the German 

: offensive, by its rapid exhaustion of Germany's reserves of both men and 

materials, really tends to shorten the war. And the great draft on our supplies of capital 

involved in another $3,000,000,000 loan has failed to dent the firm resistance of the 
general bond market against any further ‘decline. 


Strength of Foreign Bonds 
HE most convincing argument against the success of the great Teutonic drive 
"T is afforded by the consistent strength of French and English bonds. The fol- 
lowing price comparisons are exceedingly interesting: 
Low Low Recent 


1917 1918 High 





Anglo-French 5s.............+.. 81% 8814 91 
United Kingdom 5's 1919...... 934° 95% 97 

. United Kingdom 5's 1921 ..... 84), 91% 93% 
American Foreign Securities 5s... . . 90 9414 9614 
French Republic 544s .......... 9114 94 9614 
of » = fae 73 81% 8514 
Bordeaux, Lyons & Marseilles 6s ... 74 84 8814 


On the reported promise of the German authorities to take Paris, the Paris 6s quietly 
recorded a high price 12 points above their 1917 low. On the German threat to separate 
the French and English armies and crush them one at a time, Anglo-French 5s advanced 
to 91, after having sold at 817% last year. The only conclusion to be drawn from this 
is that our financial heavy-weights believe that the new German offensive will not prove 
in the end to have been unfavorable to the cause of the Allies. 


The Liberty Loan and the Banks 


EARS that our banks will become overburdened by loans to buyers of Liberty 
Bonds are shown to be unfounded by figures recently given out, based on the 
“an condition of all National Banks March 4, 1918: 


mm liberty Bonds sold .............202--e0e0: $5,808,000,000 
Owned outright by National Banks ............. 433,738,000 
Loaned by National Banks on Liberty Bonds... .. 299,684,000 


The amount loaned by National Banks to holders of these bonds was only 5 
of the total of bonds sold—a much more favorable condition than had been generally 
expected. And in the mean time National Bank deposits, in the year since March 5, 
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1917, had increased $1,480,589,000. It may be remembered that exactly this result 
in regard to deposits was predicted in this column. 

On the other hand, total bank loans of all kinds show a much greater increase than 
deposits since the period before the war. At the end of 1917 National Bank loans and 
investments had risen 57% and net deposits had increased 41%. The ratio of loans and 
investments to deposits was 111.5% on June 30, 1914, and had risen to 124.8% 
December 31, last. 

This growth of loans has been chiefly due to the great increase in inventories, or value 
of materials and supplies on hand, held by business men and corporations, who have in 
many cases been compelled to borrow in order to provide themselves with the unusual amount 
of working capital required. The general price level had, in fact, risen 107% during 
the same period. But the prosperity of industry enabled business men to draw on their 
profits for a part of the money needed to carry their inventories, so that loans rose only 
about half as much as the level of commodity prices. 


The Business Outlook 


HILE bank clearings for 1918 to date have somewhat exceeded those of 191 7— 
and of course have been far ahead of any previous year—the gain is due to 
higher prices rather than to greater business activity. The actual volume of 
business has not been equal to that of 1917 because of the check administered 
by congestion of the railways. 

But the fact that there has been no increase in the liabilities of business failures 
shows that the general condition is still one of great prosperity. The readjustment of 
business since this country entered the war has been accomplished with a minimum of 
disturbance. In fact, it is a question whether the readjustment has not been too gradual 
and timid to give us the best results toward winning the war. To win the war we must 
transfer labor and capital from non-essential work to war work. We could well afford 
to stand a little temporary business reaction in order to accomplish that result the more 


speedily. 
Bonds 


HE stability of bond prices is partly due to the natural resistance encountered at 

such a low level and partly to the decision of the Government to advance 
capital where necessary to the railroads and—through the new War Finance 
Corporation—to other industries essential to the war. Tangible evidence of 


this relief first appeared i in the advance of nearly $44,000,000 to the New Haven rail- 
road to redeem its outstanding notes. Savings banks, also, will be prevented by the new 
law from the unpleasant possibility of having to sell some of their bonds at the current 


abnormally low level. 


The Market Prospect 
AILROAD stocks, with the government guaranty behind them, ought to hold 
RI their own about as well as bonds in spite of the sensational decrease in net 
Se earnings for the first quarter of 1918. 

As to the industrial section of the market, we see no basis for a bull 
movement at present. A point not generally noted is that the government has classified 
loans on securities as among “‘non-essentials,"” for which capital should be advanced by 
the banks as sparingly as possible. This will undoubtedly tend to check speculative 
activity. 
We believe that the market for corporation bonds has practically found its level and 
that the next broad movement in this class of securities will be a slow advance. 

The check on short selling brought about by the Attorney General's ruling in regard 
to taxes on short sales and which is discussed on page 148 of this issue, makes it less diffi- 
cult for individuals and cliques to advance their specialties a few points, but there is nothing 


at this writing which indicates a broad, upward movement of the market. 
April 22, 1918. 
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Our Point of View 
On Vital Factors in Finance and Business 





|i is, incredible, but true, 
o tien that the whole non- 

Teuton world should find 
of Madmen. itself reduced to the grim 
necessity of killing off a nation of madmen as 
fast as possible. For the present German 
offensive is essentially a mad act, and it seems 
to have been deliberately consented to by all 
parties in Germany except the minority social- 
ists. 

Assume the greatest conceivable success. 
Assume that Calais falls, that the French and 
British are separated, and that the Tcutons 
could hold the French at bay while devoting 
mest of their attention to the British. What 
then? The British control the sea. They 
would receive constant American reenforce- 
ments. They would never capitulate. To 
exterminate them, with the Americans who 
would join them, would be an impossible task. 
Concentrated on a narrow front, they could 
slaughter almost innumerable assailants. Their 
supplies could not be cut off unless the Ger- 
man submarines could paralyze shipping, 
of which there is no indication that they will 
be able to do. 


Fighting 


+ * 


Reports from Germany 
df a Wan are that all parties have 

. agreed to stand the loss of 
Tails Left. 1,500,000 men in the new 
offensive. To what end? 

Even if Britain, France and Italy stood 
alone, without American aid, they could 
hardly be crushed. The best the Teutons 
could hope even then would be such a con- 
dition of exhaustion on both sides as would 
compel a peace enabling them to hold their 
present gains. A\s in the famous contest of 
the Kilkenny cats, there would be nothing 
left in Europe but the tips of various tails. 

And with America rushing to help, the 
great offensive is insanity. If the Allies can 
hold the chanrel ports, this attack is the best 
thing they could wish for. The Great Mad- 
man of Berlin has carried his nation with him 
into a crazy carnival of camage. 

Nevertheless, to check 
Steps Out of these Frankensteins, with 
Ficti their poisonous gases, their 

sctsom. lurking submarines, _ their 
75-mile guns, their flame-throwers, their syn- 


Only the Tips 


Frankenstein 


thetic foods, their prison-slaves, the full force 
of every American will have to be thrown into 
the balance. 

As a people, we have been criminally slow 
to realize this. But little by little we are bring- 
ing order out of chaos. The President has 
given Bernard M. Baruch practically dictator- 
ial powers as head of the reorganized War In- 
dustries Board, to control the distribution of 
materials and all commodities so far as they 
affect our war work. In the steel industry, 
private work is being shoved aside. Plate 
mills are running almost 100% on war work. 
Chairman Topping, of the Republic Iron & 
Steel Co., says that the government will get 
60% of the total steel output. In any event, 
it will get all it can use. Non-war industries 
are being drastically limited—something 
which might well have been done sooner, and 
even now might well be applied on a wider 
scale. 

"=a 

The vital thing now is 
Beat the for every man to realize that 
U-Boats when he fails to do his 

, : damnedest at whatever 
work he is doing, he is helping the Kaiser's 
U-boats cut off supplies, not only from the 
half-starved orphans and refugees of Belgium 
and France but even from our own boys at 
the front. For your work, whatever it is, 
helps to release some other man to build ships 
or to mine or manufacture or transport the 
material for the ships. 

In spite of von Capelle’s boasting about 
the accomplishments of the submarines, the 
United Kingdom’s imports for the first quarter 
of 1918 set a new record in value 25% ahead 
of the same quarter of 1917. Measured in 
quantities the gain was not so great, because 
of the rise in prices, but there must have been 
some gain. 

But we must not deceive ourselves into 
supposing that the U-boat danger is over. We 
have put the confiscated German boats, the 
Dutch boats and many of our own coasting 
vessels into service. There are no further re- 
serves of tonnage to be drawn upon. From 
now on the race is between our ship yards 
and the Teuton submarines. 

Perchance the name Schwab will become 
as familiar in Germany as Krupp is in this 
country now. 


U Must 
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If we were to collect a 


After the 

ye Teuton indemnity payable 

Del P in their paper money, the 
cng. freight charges on it over to 


this country might be more than it would be 
worth. Austria has only about one per cent 
of gold and silver behind its currency and 
bank deposits, and the deficit of the last 
Austrian budget was about $3,600,000,- 
000. As for Austria’s total debt, it is so big 
that you become exhausted trying to count it 
up—and it grows faster than you can count, 
anyway. 

Germany has tried hard to hold its paper 
money at the gold value by taking most of 
Austria’s gold, and by collecting all gold 
jewelry and ornaments, and by strict legis- 
lation against paying a premium for gold. 
Nevertheless, an illicit trade in gold has begun 
and the premium indicates that one mark in 
gold is worth three or four marks in paper 
money. In Holland, Denmark and Sweden 
the German paper money has not been re- 
ported as selling for less than half its nominal 
value in gold. Perhaps the Germans them- 
selves know better what it is worth. 

This depreciation is not at all surprising. 
Last December the Reichsbank’s ratio of 
gold to notes and deposits was only 12.3% 
against 47.7% in July, 1914. In addition, 
the Dahrlehnskassen, or joint stock banks, 
had issued nearly $2,000,000,000 of their 
own particular brand of government notes. 
Since December the situation has grown 
rapidly worse. Total issues of paper money 
in Germany since the war are now without 


doubt over $5,000,000,000. 
* % # 


Line Holding As compared with such 
a condition as that revealed 


ven Aguas by the above figures, our 
Gen. Hi’s Drive 5, financial situation is 
most gratifying; for in spite of a certain de- 
gree of unavoidable inflation, we have plenty 
of gold behind all the money we have issued 
or are likely to issue. Business, too, is in a 
healthy state. 

Those whose incomes are fixed are suffer- 
ing somewhat from the rising cost of living. 
Wage earners, however, are practically hold- 
ing their own against Gen. Hi. On the face 
of the returns, wages are up 39% in N. Y. 
State since the war, while the cost of food 
has risen 59%. But employment is more 


continuous, rents have not risen as much as 
food, cheaper substitutes for some articles are 


before the -war. 


being utilized, and less meat is being eaten— 
a change which probably does no one any 
harm. So we are inclined to doubt whether 
the average wage earner has any more difh- 
culty in making both ends meet than he did 


e * 


New York State finished 
Story May its Great Barge Canal in 
4 time for the war, but the 
Come to Life. barges themselves are lack- 
ing. So Secretary McAdoo, in his capacity 
as Director-General of the Railroads, has 
taken over the canal and will build barges as 
rapidly as possible, probably of concrete. 

This important step can be taken much 
better under Government control of the rail- 
roads than under private control. Heretofore 
the canal has been a prospective competitor of 
the railways. Now it is to be a railroad 
tributary, and before the end of the war it 
will become a very important aid in Trunk 
Line transportation. 

If the government’s war control of the 
roads results in restoring the use of our water- 
ways, it will have achieved one highly de- 
sirable result. These cheap lines of trans- 
portation which ramify through a great part 
of the country have gradually fallen into dis- 


use, to our economic loss. 
* 


“Low Bridge” 


If You Have New York banking in- 
stitutions have informally 
se on agreed to lend on Third 


Liberty Loan Bonds as 
security at the rate of 414%, the same as 
the interest paid by the bonds, for 90 days. 
After that the rate will presumably be higher. 
The Federal Reserve Bank 90 day discount 
rate against Liberty Bords is now 414%. 
This, of course, is available only to member 
banks, not to the public. 

Under these conditions the banks are really 
lending on Liberty Bonds without profit to 
themselves for the first 90 days and could 
not be expected to keep that up indefinitely. 
Afterward they will doubtless charge 1% 
above the Federal discount rate, which would 
now be 434%. Even at a cost of one-half 
of one per cent a year, the Liberty Bond 
buyer would not be set back very badly if he 
continued to borrow on his bonds. 

But what he should do, in order to play 
his real part in the war, is to pay for his bonds 
with work—that is, save enough every month 
to finish paying for them as soon as possible. 
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How the War Finance Cor- 


poration Works 


Outline of Its Operations—Objections Raised— Degree of 
Inflation Involved—Effects on Business and Investments 





By G. C. SELDEN 





HE War Finance Corporation Act 
has been duly passed, after pro- 
longed consideration by Congress 
and protests against some of its 

features by influential bankers. It has be- 
come a law in spite of those features for 
the simple reason that no one was able to 
suggest any better way of accomplishing 
the desired results. 

To say that at present very few persons 
understand the law is to express a self-evi- 
dent fact in the mildest possible language. 
Most newspaper readers have the general 
impression that in some way the government 
is going to advance money where it is 
needed for war work. But the new law is 
far from being as simple as that. 


How It Will Work Out 


This is what will actually happen when 
the new corporation begins its work: 

The Kan Kaiser Company is making 
products needed in the prosecution of the 
war, and needs to borrow money for the 
purpose. It applies to its bank for the 
accommodation but the bank is not in a 
position to extend the full amount of the 
loan desired. Since the war must go on, 
the K. K. Co. must get the money from 
some source. So the bank falls back on 
the War Finance Corporation for aid. 

That corporation has $500,000,000 capi- 
tal stock, all owned by the U. S. Govern- 
ment and fully paid in, and is empowered 
to issue $3,000,000,000 of bonds. So the 
K. K. Company’s bank takes the com- 
pany’s notes for the amount of the desired 
loan and puts them up with the War Fi- 
nance Corporation as security (accompa- 
nied also by the bank’s own note for the 
desired amount) for some of the new bonds, 
which it receives in exchange to an amount 
equal to 75 per cent of the face value of 
the K. K. Company’s notes aforesaid. 

Or, by putting up additional collateral 
security equal to one-third the amount of 
the K. K. notes, the bank can get bonds 
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for the full face value of those notes. 

But the K. K. Co. could not use the bonds 
to pay its bills with. So the law provides 
that the bank may take these bonds to a 
Federal Reserve Bank and discount them, 
receiving Federal Reserve currency, which 
the K. K. Co. can pay out to anybody. And 
the war work goes on. 

It will be seen that the net result of the 
law, then, is to create machinery for the ex- 
pansion of credit and for the issue of addi- 
tional currency to pass as money—but only 
for war purposes and only as a sort of last 
resort. For the law instructs the directors 
of the War Finance Corporation to make 
such advances only to firms “whose opera- 
tions shall be necessary or contributory to 
the prosecution of the war,” and the bank 
handling the loan is to be charged a rate 
of interest one per cent higher than the cur- 
rent rate of discount on 90-day commercial 
paper, so that the bank will prefer to get 
money by rediscounting other commercial 
paper if it has any. 


Other Methods 


The above describes the method of making 
use of the War Finance Corporation which 
will probably be most generally used. The 
law, however, includes other methods. 

(1) The Corporation may make ad- 
vances as above in cash (that is, by an 
ordinary bank check) instead of in its 
bonds. 

(2) It may make advances to a bank 
which has bought the bonds of a company 
engaged in war work; but in such case the 
advance is limited to 75% (or 100% 
with collateral, as above) of the market 
value of the bonds, not the face value. 

(3) It may make advances to all in- 
stitutions receiving savings deposits, on 
their notes secured by acceptable securi- 
ties having a market value of 133% of 
the amount of the advance. 

(4) It may make the advance directly 
to any person, firm, corporation, or asso- 
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ciation, for war purposes, and providing 
they cannot get the necessary money 
through their banks. 

(5) It may buy and sell Liberty 
Bonds. 

All of this power is placed in the hands 
of the Secretary of the Treasury and four 
additional persons to be appointed by the 
President by and with the advice and con- 
sent of the Senate. 

These are broad powers and are, of 
course, warranted only by war necessities. 
The Corporation is to last only until six 
months after the end of the war. There- 
after it is to wind up its affairs as soon 
as possible. It cannot commence _busi- 
ness, except for purposes of organization, 
until authorized to do so by the President 
of the United States. 

The law also creates a Capital Issues 
Committee, to be appointed by the Presi- 
dent by and with the consent of the Sen- 
ate, which is to pass upon the offering 
for sale of all new securities by persons 
or corporations, in excess of amounts of 
$100,000. But this does not cover the 
ordinary borrowing of a business man on 
his note, nor railroad securities (since the 
railroads are now under U. S. control), 
nor bonds issued by the War Finance Cor- 
poration, nor the refunding of previous 
indebtedness. 

Such is the law, stripped of its legal 
terminology and minor provisions. Is it 
safe and workable? And what will be 
its effects on the business and investments 
of the country? 

Basis of Objections 

As to the wisdom of Government aid, 
in case of necessity, to corporations doing 
war work, there can hardly be two opin- 
ions. As yet the necessity has hardly arisen, 
. aside from the railroads, and’ it is, of 
course, entirely possible that it may not 
arise, but we should be ready for it if it 
comes. 

The Federal Reserve System provides 
for a great expansion of credit through the 
issue of paper money based on commercial 
paper and Government bonds. In the 


illustration given above, if the K. K. Co. 
could get along by borrowing money on 
90-day notes, their bank could rediscount 
the notes with the Federal Reserve Bank 
and get currency in exchange at a lower 


rate of interest without resorting to the 
somewhat complicated machinery of the 
War Finance Corporation. The corpora- 
tion is an emergency device, to make sure 
that our war work is not hampered by 
lack of credit accommodation. } 

As to the feature of the law which per- 
mits the issuing of $3,000,000,000 of 
paper currency by the Federal Reserve 
Banks on the basis of War Finance 
bonds, there has been a division of opin- 
ion in the highest banking circles. One 
prominent institution has opposed the idea, 
another has favored it, while many others 
have remained eloquently silent, doubtless 
because they knew not what to say. 

If any such amount of currency were 
to be issued now, or were to be gradually 
issued under conditions as they exist now, 
it would unquestionably be an unwar- 
ranted inflation and would have injurious 
results in the end. But the law does not 
contemplate anything of that kind. It 
aims merely to provide for possible emer- 
gencies. And if the War Finance Cor- 
poration is conservatively administered, 
by the time we reach the degree of in- 
flation authorized by the act, we shall 
doubtless be in a position where other 
means of inflation would be seized upon 
if the act had not been passed. 

Inflation does not mine a ton of coal, 
roll a bar of steel, raise a bushel of wheat, 
or turn out a single spark plug for a Lib- 
erty motor. From that point of view it is 
quite useless. The one thing needful is 
work. But there is no time, during a 
world conflagration, to remould the psy- 
chology of a nation. We have to take 
people as they are. And taking them as 
they are, there must be no cold douche of 
hampered credit to chill our war activi- 
ties. 

No objections, so far as I have ob- 
served, have been raised against the provi- 
sion for lending to savings banks. Its ob- 
vious purpose is to avoid compelling the 
banks to sell their holdings of gilt edge 
bonds at the present low prices, in case 
withdrawals of deposits for investment in 
Government bonds or for other purposes 
should reduce the banks’ resources. This 
also is an emergency plan, since the rate 
of interest on advances to savings banks 
is so adjusted as to discourage the banks 
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from applying for an advance except in 
case of necessity. 


Effect on Business and Investments 


The immediate effect of this law on 
business and investments will unquestion- 
ably be favorable, and this will be true to 
some extent even though the new corpora- 
tion should not have to make a single 
loan. The mere knowledge that this form 
of insurance is in existence will operate 
to allay the fears of business men and to 
prevent investors from unnecessarily sacri- 
ficing their securities. 

It is reasonably to be assumed that the 
directors of the corporation will begin by 
making advances in cash rather than in 
the corporation’s bonds, as this method 
will for the most eliminate the inflation 
feature of the law. There is a general 
agreement that inflation should be kept 
down to the lowest limits consistent with 
the rapid forwarding of war work. So 
long as the advances asked for from the 
corporation are not too large to be met by 
cash or an ordinary transfer of bank 
credits, that method will be simpler than 
the issue of bonds and will tend to retard 
the increase in the amount of paper cur- 
rency outstanding. It should and doubt- 
less will be adopted. 

In making advances by that method, 
the position of the Corporation will be 
precisely similar to that of the ordinary 
bank in loaning to another bank or to a 
business firm, except that the corporation 
does not accept deposits but loans only 
its paid in capital. The net result will 
be that’ a part of the money received by 
the Government on its sales of Liberty 
Bonds will be loaned to firms doing war 
work, instead of being all available for 
war expenses or loans to our allies. This 
will involve only a relatively small in- 
flation of credit and will tend to facili- 
tate business activity. 

If the demands for advances by the cor- 
poration increase to the point where it 
would be impracticable to meet thenr all 
in eash—as they are very likely to—it will 
then be necessary to begin the issue of the 
bonds, which can be discounted at any 
Federal Reserve Bank. This will mean a 
direct inflation of the currency, which is 
warrantable only as dictated by stern 
necessity. It is to be assumed that both 


the corporation and the Federal Board 
will use every effort to hold these currency 
issues down to the Icwest practicable 
point. \ 

All the activities of the corporation will, 
during the war at any rate, tend to sup- 
port and relieve the investment situation. 
Sales of securities will be reduced, both 
through the provision affecting savings 
banks and through the substitution of ad- 
vances by this corporation for new issues 
of securities which otherwise might have 
to be forced upon a reluctant market. A 
part of the capital raised through sales of 
Liberty Bonds will be deflected to take the 
place of new capital that would otherwise 
have to be.raised by private corporations, 
and when War Finance Bonds’-are issued 
the result will be the creation of new 
credit and currency which can temporarily 
be made to take the place of private capi- 
tal. 

A considerable saving in interest will 
also result, since the Government can 
raise capital on better terms than private 
corporations. And so far as the corpora- 
tion’s advances aid in maintaining busi- 
ness activity, that condition will be re- 
flected in prices on the stock exchanges. 

The more distant or after-the-war pros- 
pect, as affected by the War Finance Cor- 
poration, can hardly be benefited. The 
farther we carry inflation of credit and 
currency and Government aid to industry 
during the war, the more difficult it will 
be to get back to a normal basis after the 
war is over. In these directions it is al- 
ways easier to climb up than it is to climb 
down again. 

The climbing down will have to be a slow 


- process, distributed over a long period of 


years. The whole world will have to par- 
ticipate in it. It is impossible to foresee 
just how it will be accomplished, but it 
will not necessarily or probably involve 
any sudden collapse. 

The needs of the present are now so 
vital that to a great extent they supersede 
our caution as to the distant future. Our 
only practical course is to maintain as 
close a guard as we can against inflation 
or Government control of industry which 
is not essential to the smooth working of 
our war machinery. Beyond that we must 
leave peace problems to be worked out 
when peace comes. 





JOHN PIERPONT MORGAN 
Who, despite the handicap of being the son of a wealthy father, made himself the dominant 
figure for many years in American finance. Although not a speculator he made a huge 
fortune by being a “bull” on America. He gave away during his lifetime more than he left 
when he died. His greatest-feat was the successful organization of the U. S. Steel Corpora- 
tion, and his test of men was “character.” He did only big things and only in a big way. 
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J. P. Morgan, 


the Elder 


A Colossus of Finance—How He Built a Great Fortune and 
Wielded a Greater Power—Big in All Things—His 





OHN PIERPONT MORGAN the 
elder, came of rich but honest 
parents. The fact that he was 
born with a silver spoon in his 

mouth only inspired him to turn it into 
gold. He is the classic example of a sec- 
ond generation, like the Astors, Rothschilds 
and Vanderbilts, which succeeded in over- 
topping the first. He became the greatest 
figure that had ever dominated American 
and international finance. His greatness 
is not to be measured in terms of the ac- 
cumulation of dollars but by the mighty 
power which he wielded. His shadow fell 
athwart the whole of Wall Street where his 
control was autocratic and his word was 
law. 





A New Englander 


The cold winds and iron soil of New 
England are uncomfortable, but conducive 
to hardihood and longevity. Perhaps it is 
because only the robust can withstand the 
rigors of its climate. At all events, J. P. 
Morgan, who first saw the light of day in 
the city of Hartford, Connecticut, in the 
year 1837, was physically and mentally 
stalwart. His father was Junius S. Mor- 
gan, who died at the age of 77 from an ac- 
cident. The old gentleman was a fine, 
upstanding figure, keen eyed, roman nosed, 
firm jawed, with a delightful silver thatch, 
which only added to his look of distinction 
and not to his age. In those days the suc- 
cessful men were merchants and Junius 
Morgan was a merchant in partnership 
with the dry goods firm of James M. Beebe 
of Boston. If you care to go even farther 
back you will discover that the original 
Morgan in this country was one Miles, 
who came over in 1636 and helped found 
the city of Springfield, Mass. 

George Peabody, a Newburyport mer- 


Achievements and Character 
By BARNARD POWERS 
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chant-banker with headquarters in London, 
was the foremost merchant of his days and 
as Junius Morgan bore the reputation of 
being the best business man in Boston, it 
was but natural that these two should gravi- 
tate together. Morgan became a partner of 
Peabody and the firm, which specialized 
in international and commercial banking, 
prospered exceedingly. These two New 
England merchants had initiative and dar- 
ing as well as conservatism. Among other 
things they took a French loan of 250,000,- 
000 francs, equivalent to about $50,000,- 
000, and sold the 6 per cent bonds to the 
English investor at 85, notwithstanding that 
in that year, 1870, the Huns were then 
hammering at the gates of Paris and 
France only had a provisional government 
at Tours. When peace came these bonds 
rose 15 points and the “syndicate”’—a word 
just coming into use at that time—cleared 
up $5,000,000. 

J. P. Morgan was educated at the Boston 
Latin School where, it is said, he evinced 
some inclinations to write poetry. He was 
“finished off” at Gottingen University, 
Germany. Beyond exhibiting an extraor- 
dinary mathematical genius he does not 
seem to have attracted: any particular at- 
tention as a scholar. 

In the office of Duncan, Sherman & Co., 
the New York correspondents of George 
Peabody & Co., the young Morgan, a long- 
limbed, silent youth of 20, got his first in- 
sight into banking and exchange. He 
evinced at once a great liking and facility 
at the business. In three years he was the 
American agent for his father’s concern 
and in 1864, with one C. H. Dabney, 
formed the firm of Dabney, Morgan & Co. 

The business of the new firm was chiefly 
in foreign exchange and its operations ex- 
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cited no especial comment. In 1871 an ad- 
vantageous alliance was formed with the 
rising Drexel firm of Philadelphia. Drexel 
was the son of an itinerant German portrait 
painter who had drifted about South Amer- 
ica and the United States, found that there 
was money to be made in the purchase and 
sale of State bank notes, and thus, by easy 
stages, had drifted into the business of 
banking. 

It was the era of the refunding of Gov- 
ernment bonds and the firm of Drexel, 
Morgan & Co. on one side and Jay Cooke 
& Co. on the other side with Rothschild 
affiliations, were strenuous rivals. The 
rivalry ended in 1873 when Jay Cooke & 
Co. failed. Up to 1879 it is estimated that 
$750,000,000 of Government securities 
were refunded, and as this was done in a 
steadily rising market it will be seen that 
the profits were considerable even in those 
modest times. 

But times were changing. The era of 
big Government loans was drawing to a 
close, and the country was entering upon a 
great period of development. The older 
financiers were getting to the retirement 
point. August Belmont was 63, Levi P. 
Morton was 55 and Junius Morgan was 
65. It was the opportunity for young 
blood and young brains, and J. P. Morgan, 
with his fine connections, his thorough 
training and his inherent great ability, was 
strategically situated to seize the center of 
the stage. This he did not fail to do. 


The Railroad Reorganization Era 


Although one great era was ending an- 
other was beginning. The twenty years 
preceding 1879 had been years of expan- 
sion and inflation in railroad building. The 
railroad “wildcatter” was abroad, as the 
oil promotion “wildcatter” is familiar to 
this generation. Many competing parallel 
lines had been built, roads had been ex- 
tended beyond the limits of prudence, the 
public had been loaded up with railroad 
securities of more or less doubtful value, 
competition was keen, rate cutting rife, in 
fact, the whole railroad structure was top- 
heavy. ~ 

In 1884 the Reading road, largely rep- 
resenting English money, went into the 
hands of a receiver and was reorganized 
by a Morgan syndicate, in 1887 the Balti- 
more & Ohio was on the verge of collapse 


but was rescued by Morgan and in 1888 
he reorganized the Chesapeake & Ohio. 
Among other things, J. P. Morgan brought 
the warring West Shore and New York 
Central together and sold a big issue of 
Reading bonds which Austin Corbin 
couldn’t sell, besides engineering the con- 
solidation of the Chesapeake & Ohio with 
the Big Four. By 1898 the roads which 
his master hand had touched represented 
more than a billion and a half in stocks 
and bonds. Their 33,000 miles was one- 
sixth of the mileage of the country and 
their earnings, or more than $300,000,000 
per annum, were one-quarter of the total 
railroad earnings of the country and one- 
half of the entire receipts of the United 
States Government. ‘“Remorganizing” had 
become the catch-word for “reorganizing.” 


The Great Industrial Era 


J. P. Morgan made his money in three 
principal ways, the refunding and under- 
writing of Government issues, reorganizing 
of railroads and the underwriting of in- 
dustrial securities. 

“I am proud to say I never speculate,” 
he once remarked and he spoke the truth. 
J. P. Morgan was a merchant—a merchant 
in securities. He picked up the bargains 
in the banking and commercial worlds, re- 
vamped them, energized them with new 
money, gave them adequate managements 
and reaped his profits in the enhancement 
of their securities. His was a constructive 
genius like that of Harriman; with the rod 
of capital he touched the rock of produc- 
tion and dividends flowed forth. 

The era of railroad reorganization im- 
mediately preceded and in its later years 
was coincident with the great era of in- 
dustrial development. 

On the 12th of December in the year 
1900, Mr. J. Edwards Simmons gave a 
dinner at the University Club in New 
York City to a distinguished gathering of 
steel men and financiers. Among those 
present were Mr. Morgan and Charles M. 
Schwab. The latter was one of the speak- 
ers of the evening and when it came his 
turn he made an address picturing in 
rainbow colors the future of the steel 
industry. Mr. Morgan was greatly inter- 
ested and even more interested when Mr. 
Schwab called upon him not long thereafter 
and suggested the formation of a great steel 
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combination which should put an end to 
the disastrous competition which was 
threatening the industry with ruin. 

As a result of that dinner and subse- 
quent meetings that industrial leviathan, 
the United States Steel Corporation, was 
born with Morgan as its banker and 
Schwab as its first president. The financ- 
ing of this enormous corporation with se- 
curities of a par value of upwards of a bil- 
lion, was the greatest feat of industrial 
financing ever attempted. No one but J. 
P. Morgan would have had the courage to 
undertake it and no one but he had the 
ability and resources to carry it through 
to success. 

We have touched but briefly on the 
achievements of this great financier. To 
elucidate them in detail would require 
many volumes. Sufficient to say that in 
1901, the year of the formation of the Steel 
Corporation—only three months after the 
Simmons dinner—Mr. Morgan was the 
dominant figure in nine railroads, four 
great industrial concerns and scores of 
banks. 
concerns totaled nearly $4,000,000,000. 
The Morgan firm had 63 directors in 39 
corporations with a total capital of more 
than $10,000,000,000. In the years fol- 
lowing to the time of his death in 1913 
it is estimated that his power grew until 
he commanded more than $25,000,000,000 
of capital. 

Active Competition 


But it must not be imagined that J. P. 
Morgan, while admittedly the greatest fig- 
ure in American finance, had the entire 
field to himself. E. H. Harriman with his 
Kuhn, Loeb backing had become the lead- 
ing figure in the railroad world and the 
Standard Oil group of capitalists with the 
National City Bank behind it, had become 
another colossal financial power. Between 
Harriman and Morgan there was a life- 
long hostility. It is said this arose from 
the first meeting between the two. Harri- 
man, while still an unrecognized figure in 
the financial world, was interested in the 
Erie Railroad, which was hanging on the 
verge of receivership and a Morgan re- 
organization. Several millions of notes 
were due and Harriman visited the “House 
at the Corner” to see if something couldn’t 
be done to avert disaster. 


The capital represented by these 


“Whom do you represent?” growled the 
great Morgan. 

“Myself,” snapped the little Harriman, 
and the deal was off. 

Harriman raised the money himself, 
paid off the notes and saved the Erie. Mor- 
gan never forgave him. 


Morgan the Man 


J. P. Morgan was a big man who did 
things in a big way. He was careless of 
details and concerned himself only with 
the main features of every big proposition. 

Once having made a decision in an im- 
portant matter he disliked anything that 
looked like haggling over petty details. He 
gave $1,000,000 towards the Harvard 
Medical School and when a board consist- 
ing of professors, architects, and trustees 
went to consult him on the building plans 
he came into the room where they were 
seated with his watch in hand. 

“Gentlemen, I am somewhat pressed for 
time,” he said, “and I am therefore anxious 
to settle this matter as speedily as possi- 
ble.” Quickly he ran through the plans 
and stopped at one which pleased his 
fancy. “I will build that” he said placing 
his hand on the architect’s sketch, and the 
meeting was over. 

He surrounded himself with no pomp or 
ostentation. For many years his desk was 
in plain view from the outer office and 
any visitor who had the temerity could 
speak to the great financier by simply go- 
oing to where the latter sat. Doubtless Mr. 
Morgan thought less time was wasted in 
personally disposing of an unwelcome or 
unwarranted visit than would be consumed 
by having office boys continually interrupt- 
ing him with cards. 

But though brusque in manner his heart 
was more than kindly. No worthy indivi- 
dual or cause failed to receive considera- 
tion when properly presented to him. 

He seldom asked advice and opposition 
roused him to fury. When in a rage he 
was terrible. At such times he would 
pound his desk with his fist while his eyes 
emitted cold blue flames which seemed to 
pierce the listener. Few cared to cross him. 


The Morgan Partners 


The most coveted honor in the financial 
world was to receive a summons from the 
“House at the Corner” to become a part- 
ner in the firm of J. P. Morgan & Co. Mr. 
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Morgan rewarded his associates lavishly; 
a Morgan partnership assured the holder 
of great wealth, but at the same time it 
meant the shouldering of tremendous bur- 
dens. Mr. Morgan was the generalissimo, 
he decided the broad lines of strategy and 
like all great leaders left the tactics to his 
generals. Many of them found their tasks 
too great and either died in harness or re- 
tired after a few years, wealthy but broken 
in health. The list of them is long— 
Fabbri, Coster, Wright, Burns—like all 
things worth attaining the prize of a part- 
nership with the greatest banking institu- 
tion in the country was hardly won and 
maintained by only greater efforts. 

Speaking of him one of his closest busi- 
ness associates said: 

“His greatest asset was a tremendous 
five minutes’ concentration of thought.” 
At the end of that time he would have 
bared a proposition to its bones and would 
have a “Yes” or a “No” for an answer. 

He was a heavy eater and even greater 
smoker, but never took exercise. Twenty 


years before he died he felt a slight re- 


laxation of his former vigor and started in 
with light, dumb-bell exercise. He found 
that he felt worse and consulted a famous 
specialist who made a searching examina- 
tion. At the end the specialist said: 

“Mr. Morgan, you have many years of 
life ahead. But as you have never taken 
exercise it is now too late to begin. Con- 
tinue living as you have lived heretofore.” 

Of Mr. Morgan the late Joseph Choate 
said: “Only once in a generation is such 
a mind born in such a body.” 

Of himself Mr. Morgan said: “I can 
do a year’s work in nine months, but not 
in twelve.” He devoted only part of his 
time to business. Each year he went 
abroad for several months, taking with him 
a party of friends. On such occasions 
Lloyds in London would sell insurance 
against his death at the rate of £30 on the 
£1,000, which was bought by big specula- 
tors who feared that Morgan’s death would 
cause a panic in the securities markets. 

One of the greatest traits of the Mor- 
gan character was an absolute and uncom- 
promising honesty or, as the head of a great 
commercial bank put it, a “keen- sense of 
trusteeship.” The Morgan firm was the 
repository of some of the greatest fortunes 


in this country and Europe and there never 
was a complaint that the trusteeship was 
abused. He was scrupulously honorable 
in his business dealings and he demanded 
honesty. Once he had occasion to doubt a 
man he never believed in him again. 

“A man I do not trust could not get 
money from me on all the bonds in Chris- 
tendom,” he remarked, and again, “I have 
given a man a check for $1,000,000 when 
I knew he hadn’t a cent in the world.” 

But the greatest of all the Morgan epi- 
grams and the one most quoted was that 
which ran: “Any man who is a bear on 
America is bound to fail.” 


Art His Hobby 


Art was his great hobby, and it is esti- 
mated that he spent in the neighborhood of 
$50,000,000 on art during his life. When 
he wanted a thing he paid the price with- 
out a murmur and without haggling. His 
tapestries had but three rivals in the world 
and his collections of miniatures, watches, 
china, silver, glass, crystal, gold and por- 
celains were probably the greatest of any 
individual in the world. 

Big in all things, he was as great a 
spender as a maker of money. He cared 
nothing for money itself, only what it stood 
for. He left a fortune of $78,000,000 in 
round figures, of which about $30,000,000 
was represented by his interests in his New 
York and Philadelphia firms. Consider- 
able comment was occasioned by the fact 
that his fortune was not larger, but one 
must remember that Morgan was a banker 
and not a speculator and also that without 
doubt he spent on art or gave to charity 
during his life probably more than he left 
behind when he died. 

J. P. Morgan belonged to a great era 
and a great school. Imperious, harsh at 
times, brooking no opposition, he tramped 
on his way, turning aside for no one and 
explaining nothing that he did. He was a 
God-fearing man who kept his word. Those 
who rendered him obedience and co-opera- 
tion reaped great rewards. Those who at- 
tempted to thwart him or played false were 
mercilessly punished. He was not without 
his faults, but his unflinching adherence 
to the highest standards of business in- 
tegrity is bound to have its influence upon 
the succeeding generations. 
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Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





“Equipment Outlook 
Bright”—A. B. Johnson 


Alba B. Johnson, president of the Bald- 
win Locomotive Works, takes a highly en- 
couraging view of the industrial outlook. 
Relative to the probable requirements of the 
railroads of this country and Europe, Mr. 
Johnson in an interview said: 

“In 1914 we suffered under a serious de- 
pression. We were glad to put together 
some forty-eight engines a week. With 
the entrance of this country into war, de- 
mands for our products greatly increased. 
We listed contracts for all types of motive 
power which meant completion of sixteen 
to twenty locomotives a day, but we didn’t 
reach that maximum of actual production. 
I have seen the statement—I cannot say 
where and therefore I cannot vouch for the 
authenticity— that when the war is ended 
France will require 5,000 locomotives to re- 
place its war-worn railroad equipment. The 
locomotive works of this country are capa- 
ble of producing some 7,000 locomotives an- 
nually, under pressure. Allowing for a brief 
recession in business immediately following 
the conclusion of hostilities in Europe, I 
confidently believe that there is fully ten 
years’ capacity production ahead for loco- 
motive shops of this country in meeting the 
replacement demands as well as the new 
development requirements of the railroads 
in the United States and Europe.” 


Post-War 
Trade Conditions 


Addressing a convention of the Georgia 
Manufacturers’ Association at Augusta, 
Me., Burwell S. Cutler, chief of the Bureau 
of Foreign and Domestic Commerce, de- 
clared that the obligation of our manufac- 
turers in the United States to take in for- 
eign trade as quickly and as thoroughly as 
they can, is a national] obligation, because 
it is the only way to maintain the tremen- 
dous credit balance which now stands in 
our favor. 


He also emphasized the duty of our manu- 
facturers to supply our Allies and neutral 
countries with commodities finished as far 
as possible to their final form, so that the 
entire industrial facilities of our Allies may 
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be continued in the production of war muni- 
tions and not diverted in the direction of 
less essential articles. 

Mr. Cutler drew a picture of probable 
conditions during the reconstruction period 
after the war and showed that no less than 
3,000,000 men of Great Britain’s armies alone 
will seek industrial occupation on their re- 
turn home, in consequence of which there is 
likely to be an intensive competition be- 
tween that Empire and ourselves, not only 
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in our present foreign markets, but also in 
the United States. Obviously, our industrial 
allies—and some of our enemies perhaps— 
will seek the United States as a market 
where prosperity has reached high-tide 
mark and where the purchasing power per 
capita will be greater than in any other part 
of the world. To compensate for the share 
in our own market which Great Britain and 
France can rightfully claim, for the purpose 
of paying back to us the billions of dollars 
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loaned them, our manufacturers must sell 
their wares in every foreign market which 
they can reach. 


“Income Tax Nears 
Danger Line”—Untermyer 


Conscription of incomes cannot progress 
much beyond its present scope without in- 
terfering too seriously with production, as- 
serted Samuel. Untermyer, New York 
lawyer and the Government’s legal expert 
on the interpretation of income and excess 
profits tax laws, in an address he delivered 
































at Pittsburgh in the Liberty Loan cam- 
paign. 

Mr. Untermyer said he had no tender re- 
gard for the inviolability of great incomes. 
He added: 

“If we could in the interest of the pros- 
perity of the country impose still further 
taxation in that direction I should be 
heartily in favor of doing so. It is a 
question of governmental policy. If the 
recent proposals to take all incomes in ex- 
cess of $100,000 per year were not to my 
mind destructive of the very purpose sought 
to be obtained, I would favor such a law, 
but I believe that we have well nigh 
reached the border of safety in taxation 
on incomes and business. Above all things 
we require in this crisis the stimulation 


of production: Further substantial burdens 
in that direction will serve only to provoke 
evasion and to discourage and destroy in- 
dustry, initiative and enterprise. 

“It is a fact known to those among us 
who have to deal with this subject that 
many great fortunes have been and are 
being distributed from fear of these im- 
pending additional burdens. There is no 
effective way, and there ought to be none, 
of preventing a man from distributing his 
property during his lifetime. It is in the 
interest of the community that he should 
do so and under normal conditions it should 
be encouraged in every possible way. To 
prevent him from making such distribu- 
tion at this time would amount to confisca- 
tion. 


“No Danger in 
Inflation”—Lamont 


In reply to requests for an expression of 
opinion on the proposed War Finance Cor- 
poration, Thomas W. Lamont, of J. P. 
Morgan & Co., made the following com- 
ment: 

“T have heard considerable criticism of the 
so-called War Finance Corporation measure, 
but I have not yet heard any one propose 
any better plan for rendering financial as- 
sistance to industries essential to the con- 
duct of the war. The fact is that the pres- 
ent situation in this country demands 
prompt action. Government loans have, 
naturally and properly, absorbed the chief 
investment power of the country. Yet there 
are many industries today, contributing di- 
rectly or indirectly to the efficiency of the 
community, that urgently require new capi- 
tal for the extension of plant facilities—capi- 
tal which their banks are in no position to 
furnish and which should normally come 
from the investing public. 

“There has been a great deal of talk about 
possible inflation as a result of this meas- 
ure, and some of our best newspaper econo- 
mists have pointed out ways in which infla- 
tion might result. But here again I haven’t 
seen any methods proposed to accomplish 
the ends desired and at the same time avoid 
all chance of minor evils resulting. When 
the government took over the operation of 
the railways it was easy to see disadvantages 
that would probably result. But the ad- 
vantages presumably outweighed the draw- 
backs. And so it is with every war meas- 
ure that the need for prompt execution 
forces upon the country. Moreover, in this 
particular case I see no reason why, with 
prudent handling, the workings of this War 
Finance Corporation should lead to- inflation. 
At least, if inflation results, I believe it will 
be less of a factor than the inflation that we 
should see if we compelled the banks, al- 
ready carrying a large amount of loans, to 
assume a further considerable loan expan- 
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sion to supply funds which ordinarily would 
come from private investors.” 


“Loan Must 
Succeed”—J. M. Beck 


In an eloquent address on the vital im- 
portance of the Liberty Loan, delivered on 
the floor of the New York Stock Exchange 
before a notable gathering of bankers and 
brokers, James M. Beck emphasized the 
spiritual significance of America’s partici- 
pation in the great battle for civilization, 
and declared that this nation’s mission was 
not merely to rescue a sacred patch of 
ground from the grasp of the infidel, but 
to rescue the “ark of the covenant” of a 
democratic civilization from the ruthless 
hands of a greater infidel than the Turk. 


“Should we now fail in the matter of this 
loan, which for the moment is the acid test 
of our intentions, we should put the words 
of our leader to an open shame in the eyes 
of the world. What a farce the words ‘force 
without stint or limit’ would be if we denied 
our government the amount of this loan. 

“The government,” he said, “must and will 
have the money. Its hand is on the plow 
and it will not look back until it has reached 
the end of the furrow. Time was when our 
government could iead us in or keep us out 
of the war. That time is past. The Ameri- 
can people have a stern and high purpose 
to see this war through to a conclusive vic- 
tory. We must take our choice. It is to 
lend or give.” 


At a Liberty Loan Rally at the Sub- 
Treasury, Jacob Schiff appealed to the 
crowd to purchase Liberty Bonds that the 
war may be successfully prosecuted. He 
stated that the nation is fighting the same 
battle for freedom and democracy as our 
forefathers fought at Lexington in 1776 
and the same battle for freedom and democ- 
racy as was fought in 1861 when our 
fathers knew the country could not be half- 
slave and half-free. 


“Now, again, this country realizes that it 
cannot be half-free and half-autocratic,” said 
Mr. Schiff. “We want peace; the terms on 
which our people will make peace are terms 
of everlasting peace. No lasting peace can 
be obtained until the German military ma- 
chine is utterly destroyed. 

“It may be that this war will last so long 
that it will utterly impoverish us, but we 
must not hesitate to give up all eur re- 
sources, to give up all we have, even to the 
last dollar. That is the only way in which 
we can win.” 





Danger of New 
Coal Famine 


Fuel Administrators from all states east 
of the Mississippi River, in session at 
Washington, adopted resolutions recom- 
mending that transportation of commodities 
not essential to the war program be cur- 
tailed, temporarily at least, where such 
shipments interfere with the movement of 
other materials and the rapid distribution 
of cars to the coal mines. The resolutions 
follow: 


“That, due to the present overburdened 
condition of our railroads, unless effective 


me 





Z Sian ¥ DI. ¢ = ie i Se Ag 
—G} | - AZ ra) Qi t ed | t} 
- > >» jl iw S> ! oh lan 

+ Ss, “oe ~ >A A 


= ny 


Y —_ 

'Y ye 1) mk wae 

re >, % In -_* a Ay 

mi | SE LO Geis Bde’ KB) 
BB 't\ YA JERS Eas, ¢ 
y *i/ DS Vt {s- j 2) (Sar ‘\ 
Tepe a ON ON 
Y ~—__\ Nee 





WN 


TES, i. re “yi ] 


Ny oe 
4 
\ Wer 
\ es 


tj \\ ~ ea - ve} ¥ 
tp» wey Wr! SVG 
D> SPRL 
jj : ) . Yy 
tip 


\ 
\\ 


\\ 
\ 


ae 
<* 


ww 


iy \ 
\ 
DN 





—Railway Age. 
THE BEST CURE FOR SUCH BAD DREAMS IS' 
TO WAKE UP AND BUY LIBERTY BONDS. 





measures of relief are at once taken, the 
supply of coal for the coal year beginning 
April 1, 1918, will fall seriously short of the 
needs of the country. 

“That in the crisis confronting the world 
the fuel needed for the vigorous and unim- 
peded prosecution of the war must at all 
costs be provided to run at maximum ca- 
pacity the great war machine America is 
now fast building. 

“That we call upon all individuals, indus- 
tries and communities unselfishly to indorse 
and support such acts of the government as 
may be needed to clear the railway tracks 
of the United States of any unimportant or 
unnecessary traffic congesting our railways 


and interfering with the prosecution of the 
war. 
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Underwood Approves 
Federal Control 


Under government control the railroads 
will be better off than ever before, F. D. 
Underwood, president of the Erie system, 
told stockholders at the annual meeting of 
the company. 

Among the benefits that will be enjoyed, he 
declared, will be intelligent supervision by a 
centralized body and much needed improve- 
ments in the physical condition of the vari- 
ous properties. Political baiting, he also said, 
should now cease. ; 

“Competition will be done away with,” Mr. 
Underwood added, “and many inequities that 











—N. Y. American, 
“CLOSE THIS GAP!” 





have grown up in the operation of the rail- 
roads will be eliminated. The railroad air 
will be purified. For the first time railroad 
affairs are being dealt with by railroad men, 
instead of political hacks who were not fitted 
by thought or training to handle railroad 
matters.” 


Gov't Ownership 
of Industries 


If government ownership of railways 
should be adopted, the railways would not 
be the only class of concerns directly and 
indirectly affected, says Samuel O. Dunn 
in Railway Age. 

No argument can be made for government 


ownership of them which cannot be made 
with equal force for government ownership 
of telegraphs, telephones, local public utili- 
ties, coal mines, lake and ocean shipping, and 
many other lines of industry. If, by adopting 
government ownership of railways, we break 
down the dam which holds back the rising 
tide of radicalism, the country will be fortu- 
nate if it is not speedily overwhelmed with a 
flood of socialistic measures which will re- 
volutionize our economic and industrial sys- 
tem. The railways constitute in value one- 
twelfth of all the property in this country. 
If the public could be convinced they should 
be taken over, what argument could be ef- 
fectively made against government acquisition 
of other large classes of property whose pur- 
chase and management would present prob- 
lems much less complex and difficult? 


Paish on Capital 
After the War 


In considering the post-war situation, 
account must first be had of the position 
that the war will leave, writes Sir George 
Paish in Railway Age. First of all, we 
shall have the fact that the-belligerent na- 
tions will be heavily indebted to the rest 
of the world for produce and foods sup- 
plied during the war, the payment of which 
they have been allowed to finance tem- 
porarily in the countries from which the 
things have been bought. 


Of course, if the countries in which these 
temporary loans are incurred were to demand 
immediate payment of the money due to them, 
a very awkward situation would arise. But 
they are likely to do nothing of the sort. In 
the past, these countries have obtained very 
valuable help from France and Great Britain 
in the shape of immense loans of permanent 
capital for the development of their resources 
and now that the situation is reversed they 
are likely to act with the same consideration 
as was shown to them, and to make no de- 
mand for payment which cannot be readily 
met. 

What is likely to happen is that these coun- 
tries which normally are borrowers and not 
lenders and need to import more goods than 
they can usually pay for by exports, will, after 
the war is over, again begin to go ahead and 
will take payment of the loans they have made 
to other countries during the war in the goods 
they need for their development. In other 
words, they will gradually take back the capi- 
tal which they have accumulated abroad dur- 
ing the war from their great sales of goods 
and produce and will not need to borrow 
from other lands until the money due to them 
is liquidated. In this way the balance of trade 
against the belligerent nations that has piled 
up during the war will be gradually adjusted 
until eventually the effect of the war entirely 
disappears and the world resumes business 
as usual. 











LEADING 


Pertinent Banking 
And Brokerage Opinions 


Goodbody & Co—In our epinion the 
favorable factors outnumber the unfavorable 
ones. In fact, about all of the unfavorable 
factors are connected with the war. The war 
factors are, of course, sufficient to offset all 
of the favorable factors, if we assume that 
the Germans will continue to win for months 
and years to come. This we do not assume, 
though we would not be surprised if Germany 
should gain ground for several weeks yet. 
We have the utmost confidence wh the final 
outcome, In this instance, perhaps the great- 
est crisis in the history of civilization, we ex- 
pect to see right triumph over might. We have 
no fear, as some have, that, before this war 
terminates, Russia and Japan will be lined up 
with Germany against Great Britain, France 
and the American countries. 

First National Bank of Boston—The big 
battle that has been raging in France has 
stimulated this Government to greater efforts 
than ever before in its war preparations, and 
these efforts are finding prompt reflection in* 
the iron and steel industry. The tonnage of 
steel required exceeds all previous estimates. 
Of shell steel, for instance, producers are 
being called upon to furnish 4,000,000 tons, 
which will take up approximately one-sixth 


of the entire output of rolled steel from April 


1 to December 31. Government plans have 
been definitely shaped for the immediate 
building of larger gun works. Many shell 
plants will be doubled in size and the call is 
going out for many more motor trucks to be 
sent at once to France. An_ increasing 
amount of ship steel is being required as 
the new shipbuilding plants are getting into 
fuller swing and shipments of fabricated steel 
to the yards have been given right of way 
over all other freight. The beginning of the 
country’s second year in the war thus finds 
the steel industry’s output so far taken up 
by the Government and our Allies as to leave 
little for so-called ordinary uses either at 
home or abroad. 

Knauth, Nachod & Kuhne—The security 
markets have shown fair steadiness in the 
face of exciting developments on the western 
front. Even the highly speculative issues of 
the stock market have given a good account 
of themselves at a time when demoralization 
would have been witnessed were the markets 
in an  over-wrought speculative position 
through the accumulation of an unwieldy bull 
account. The railroad issues have stood the 
test well, although the incentive for specula- 
tion in this quarter is less pronounced, since 
earnings are limited by the government guar- 
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OPINIONS 


antee and the imagination—always a vital fac- 
tor in speculation—has less play than in the 
industrial shares where earnings are unlim- 
ited, except in the case of those properties 
whose products have been largely monopol- 
ized by the government. It is evident, there- 
fore, that the markets are in a strong tech- 
nical position as a direct consequence of the 
immense selling of last summer and _ fall, 
which in its ultimate influence was more far- 
reaching than was apparent at the time. The 
liquidation of those months was of incalcu- 
lable value in weeding out the unsafe specu- 
lative accounts and in expediting the transfer 
of securities from weak hands to strong 
hands. 


Hayden, Stone & Co.—Although it is still 
too soon to expect any definite indication as 
to the size of the Liberty Loan subscriptions, 
there is no doubt but it will be taken to the 
full amount of the offering. A big over-sub- 
scription might be accompanied by some ac- 
tivity and strength marketwise. A factor of 
vastly more influence, however, would be an 
Allied victory of importance, likely to open 
the way to an early peace. Failing that in 
the immediate future, and failing a complete 
shattering of the line of defense, there would 
appear to be little chance to permanently up- 
set the state of equilibrium in which the mar- 
ket has been fixed for months. Investment 
securities are undeniably cheap, and some 
buying of these issues is doubtless steadily 
going on, but with the Government calling for 
the investment of all surplus funds in its own 
bonds, there is not much opportunity for the 
development of any broad, upward movement. 
In the more speculative securities, the scarcity 
of money, although slightly less acute at the 
moment, still operates as a powerful deter- 
rent. 


Peoples National Bank of Pittsburgh— 
From present indications the demand upon 
the money market during the second quarter 
will be as large as at any time during the first 
quarter. In addition to financing the new war 
loan, the market must take care of the income 
and excess profit taxes which fall due June 
15. These will be larger than estimated, if 
the experience of Great Britain can be re- 
lied upon as a guide. Banks have had a bet- 
ter appreciation of these requirements than 
the general public, and have been making 
preparations accordingly. Many large cor- 
porations have anticipated tax payments by 
purchasing treasury certificates which are 
specifically receivable for taxes; but many 
comparatively small commercial interests 
have not as yet made any provision in the 
matter, and consequently more or less un- 
easiness prevails on this score. 
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Liberty Bonds Sound Investments 


Their Great Value Aside from Patriotic Considerations—Will 
Command a Premium After the War—‘ Margin of Safety” 





By BEATRICE E. CARR 





N the almost forgotten days before 
the war, 444% bonds of the City 
of New York, offered for public 
subscription, sold at a premium, 

and were five times over-subscribed. Bonds 

of various New England cities were on a 

342% to 4% basis. Such securities, the 

obligations of conservative municipalities 





with a bonded debt of from only five to ten - 


per cent. of their assessed valuation, were 
eagerly availed of by fiduciary institutions, 
trustees, societies and by the shrewd in- 
vestor who had been trained to a sound 
judgment of values. After the passing of 
the income tax law, such bonds were in 
even greater demand, inasmuch as they 
were not subject to taxation, and need not 
even be “declared” when filing income tax 
returns. 


Millions of Subscribers 


It is interesting to compare these issues, 
so eagerly sought after, with the great Lib- 
erty Loan now being offered to the Ameri- 
can public. To each of the three 444% 
loans issued during the last six years by 
New York City, there were but a few hun- 
dred subscribers, and the price received by 
the-city was over par. In the case of the 
4%4% bonds to be issued by the United 
States Government there will probably be 
several million subscribers, there will be no 
competitive bidding, and the issuing price 
is fixed at par. 

We have been prone, during the last year, 
and rightly so, to treat the question of the 
purchase of Liberty Bonds almost wholly 
from a patriotic standpoint. The value of 


the bonds mattered little to us, the great 
outstanding fact was the call of the nation 
for funds with which to carry on the great- 
est crusade the world has ever known— 
that of making, not any one section or coun- 
try, but the world safe for democracy. The 
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bonds were bought by hundreds of thou- 
sands who cared nothing for rates of inter- 
est and exemption privileges,—it was suffi- 
cient to them that Uncle Sam had asked 
their help. This patriotic fervor, priceless 
though it is, has somewhat obscured the fact 
that, measured by every test, Liberty Bonds 
are unquestionably the premier security of 
the world, and on this count alone, quite 
aside from patriotism, should be among the 
assets of every bank and corporation, and 
in the hands of every individual. 

The present offering of Liberty Bonds 
bears the highest interest rate authorized by 
the United States Government since 1894, 
in which year $100,000,000 Ten-Year 5s 
were issued for protection of the gold re- 
serve. In the case of these bonds the Gov- 
ernment advertised publicly for offers, and 
realized a premium of more than $17,- 
000,000, so that the yield on the invest- 
ment was only about 3%. The Spanish 
War Loan 3s, of which $200,000,000 were 
issued, were sold at par. 


Premium After the War 


In the light of the history of other Fed- 
eral issues, it is reasonable to suppose that 
after the war the Liberty 4%4s will com- 
mand a substantial premium. Notwith- 
standing the three large bond issues of the 
last twelve months, our net national debt, 
eliminating loans to our Allies, which will 
be repaid, is only about 212% of our esti- 
mated wealth. If bonds of states and mu- 
nicipalities, with debts aggregating up to 
10% of their assessed valuation, can be 
sold above par under normal conditions, a 
considerably higher market price for the 
Federal issues would appear to be justified. 
The investor, therefore, who takes advan- 
tage of the present opportunity is likely to 
reap a handsome profit later. 

The value of the exemption feature is 























another point which has scarcely been ac- 
corded by the average investor the attention 
it deserves. The bonds are exempt, of 
course, from any local taxation. They are 
exempt from normal Federal Income Tax, 
and, further, interest on bonds up to $5,000 
will be exempt from the surtax. Compared 
with the other belligerent countries, taxation 
in the United States hitherto has not been 
drastic. To what extent this is likely to 
continue depends largely upon the readiness 
of the public to subscribe to the various 
issues of Government bonds. If money is 
not forthcoming voluntarily, when a fair 
rate of interest is allowed for its use, it will 
be “conscripted” involuntarily by means 
of taxation; taxation which may press so 
hard upon every man, woman and child in 
the country as to render trivial beyond com- 
parison the little sacrifices made in order 
to purchase Liberty Bonds. 


“Margin of Safety” 

In buying corporation bonds, a most im- 
portant factor is that of the “margin of 
safety.” Applying similar statistical meth- 
ods to the various Liberty Bond issues, we 
find that, assuming the income of the United 
States for 1917 to be $40,000,000,000, 
only $350,000,000 less than 1%, went to 
pay interest on our bonded debt. Can any 
country, municipality or corporation in the 
world record a similar showing? In Great 
Britain, 10% of the annual income must be 
earmarked for payment of interest charges; 
in France, 15%. Not even the bonds of 
the most prosperous communities and cor- 
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porations of our own land can show such 
overwhelming values behind them. 

From the standpoint of the investor, the 
provision of a sinking fund to support the 
market for the Liberty Bond issues is of 
considerable interest. While it is almost 
certain the bonds will command a premium 
in, times of peace, the Second Liberty Loan 
4s have to a certain extent shared in the 
general security decline of the last few 
months. The establishment of. a fund to 
purchase bonds at par will, however, un- 
doubtedly have a stabilizing effect on the 
market for Liberty issues. 

In the case of large investors, one point 
well worth consideration is the fact that 
the bonds may be used at part in payment 
of inheritance taxes. The holder therefore 
has assurance that, no matter what market 
conditions may be at the time of his death, 
the 444% Liberty Bonds among his assets 
will be accepted at par. 


Patriotism Plus Profit 


The primary reason for any investment 
in Liberty Bonds must be, not self-interest, 
but patriotism. Whatever sacrifices the 
purchase of such bonds entails should and 
will be borne cheerfully by all classes. But 
let it be remembered also that, perhaps at 
the cost of great self-denial, not only will 
the citizens of the United States by their 
Liberty Bond purchases help to bring vic- 
tory appreciably nearer, but they will also 
obtain for themselves an investment without 
peer in the security markets of the world. 








SECRETARY McADOO ON INFLATION 


On ‘the fiercely, almost frantically, debated subject of inflation Mr.. Mec- 
Adoo’s views are incisive and almost positive. I asked him what could be done 
to prevent the tendency toward inflation. 

“I am not an economist,” he replied, “and I do not mean to imply that I 








have any superior knowledge on the subject, but there are mafy men who 
theorize about inflation without knowing what it is. The theorist sees inflation 
in everything. We cannot fight this war without an essential expansion in 
credit, and the problem of the statesman is to have it soundly directed. 

“We should'try for a healthful credit expansion. To finance our own 
necessities and those of our Allies is a tremendous problem. There is not enough 
credit for everything. Let us assume an insufficiency of credit for both sound 
and unsound development. If that be the case inflation will come from the 
development of unsound enterprises. The purpose before us now must be to 
conserve credit for wise uses. "Wot only is it necessary to facilitate helpful op- 
erations, but it is equally necessary to prevent harmful ones.”"—ALBERT W. 


ATWOOD in The Saturday Evening Post. 























Secure Public Utility Preferreds 


Some Issues Which Are in Good Investment Positions— 
Brief Comment on Their Status and Prospects 





By IRVIN GILLIS 


ANY months ago the trolley com- 
panies began to feel the decreased 
purchasing power of the nickel. 
Along about September of last 

year several very respectable public utility 
companies which had hitherto held their 
normal growth began to show declines in 
net earnings, declines which have not yet 
disappeared. The cost of the war had be- 
gun to tell. 

No longer can a house sell securities 
based on any kind of a property which 
could be tacked together and produce elec- 
tric current or carry passengers. No longer 
will the informed investor buy public util- 
ity bonds and stocks indiscriminately sim- 
ply because “they’re safer.” Railroad se- 
curities, the starving orphans, have been 
adopted by prodigiously wealthy Uncle 
Sam and the utilities are crying bitterly to 
be also taken under his guardianship. 








SELECTED PUBLIC TTILITY PREFERRED 


STOCKS 
Recent 
Rate Sale or 
Paid Bid =Yield 
Montana Power Co..... 1% 95 7.37 
North. States Power Co.. 7 87 8.05 
Elec. Rond & Share Co. 6 94 6.36 
Utah Power & Licht Co. 7 86 8.10 
American Gas & Elec. 

Co. (mar $50)........ 6 40 7.50 
Amer. Licht & Trac. Co. 6 95 6.32 
Cities Service Co....... 6 74 8.10 
Stand. Gas & Elec. Co. 

(par $50) ........... 6 24 12.50 
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It follows logically only that discrimina- 
tion must be used. At no time, for ex- 
ample, was the Union Pacific in danger. 
And many of the public utilities likewise 
presented an untouched front. 

In the table herewith is given a short list 
of sound preferred stocks of some of the 
most prominent public utility companies. 
They have been selected as among the best 
available, returning a satisfactory interest 
yield, and having an assured earning power 
which should adequately protect their divi- 
dends under any conditions that are at all 
probable. 


MontTANA PowER CoMPANy. We hear 
so much about the company’s contracts to 
furnish current to the Chicago, Milwaukee 
& St. Paul that the importance of this con- 
tract is overemphasized. As a matter of 
fact, the ultimate extent of the contract at 
last report amounted to only about one- 
seventh of the company’s present capacity, 
and the contract for the operation of a zinc 
plant of the Anaconda requires as much 
current as the Chicago, Milwaukee & St. 
Paul plans call for. The Montana Power 
is essentially a hydro-electric property, less 
than % of 1 per cent. being steam, and 
that reserve. Earnings have increased 
rapidly and consistently, and for 1917, 
32.51 per cent. was shown on the pre- 
ferred. Both classes of stock are listed on 
the New York Stock Exchange and for 
1916 and 1917, the high was a little over 
117. At around 95 or lower the stock is 
a purchase. 

NORTHWESTERN STATES Power Com- 
PANY is one of the strongest of the Stand- 
ard Gas & Electric properties and is very 
much of a holding company in its own name. 
The company owns some splendid hydro- 
electric propositions in and near Minnesota. 
Drouth and other abnormal influences hurt 
the company’s earnings last year and the 
depreciation account was called in to make 
the annual report show that the dividend 
on the common was not quite earned for 
1917. In view of the improved outlook for 
the current year, the preferred stock looks 
really cheap at around 87, as a business 
man’s commitment. To be sure the com- 
pany is putting out the preferred as rap- 
idly as it can be sold, but not at any price 
like 87, and it has been distributed prin- 
cipally among the company’s own cus- 
tomers. 

E.ectric Bonn & SHare Company. In 
the list given it is somewhat remarkable 
that the two stocks which sell the highest 
are of holding companies whose position is 
difficult to analyze thoroughly. The 
American Light & Traction is one and the 
Electric Bond & Share Company, the other. 
The latter is entirely a holding company 
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and all of the common stock is owned by 
the General Electric Company. The com- 
pany furnishes capital and manages con- 
solidations and reorganizations of public 
utility properties. It is not surprising 
that its income accounts and balance 
sheets mean little to the analyst, because 
the Electric Bond & Share is constantly 
changing its interests. Just now the coin- 
pany is very much interested in the Lehigh 
Valley Securities Corporation, whose pros- 
perity is by no means assured. Neverthe- 
less, the preferred stock is undoubtedly in 
a strong position. 

Utan Power & LIGHT PREFERRED is one 
of the newer securities. The company was 
incorporated in 1912. The subsidiary elec- 
trical properties are nearly three-quarters 
hydro-electric developments. Earnings 
have increased right along without recent 
relapses. At last report the company had 
$5,660,274 notes payable on its books. 
However, all but $217,416 was due the 
well-heeled Utah Securities Corporation, 
which controls the Power & Light. The Se- 
curities Corporation owns $4,937,000 sec- 
ond preferred, which is in effect convertible 
into first preferred when net earnings are 
2% times the dividend requirements of 
both classes. The second preferred isn’t 
yet what I would call the type of security 
a school teacher should depend upon, but 
the first preferred looks like a promising 
and attractive security. 

AMERICAN Gas & ELEcTRIC CoMPANY. 
This is one of the strongest of the public 
utility holding corporations. For the past 
nine years, the company has not shown less 
than 23.31 per cent. earned on the pre- 
ferred stock, with the upper range 47.30 
per cent. The common pays 10 per cent. 
in cash and 4 per cent. in stock. Without 
general increased rates the common divi- 
dend might conceivably be in danger, but 
the preferred stock looks absolutely good 
and it certainly does not appear high at 40, 
where on a par of $50 it yields 7.50 per 
cent. It is an interesting fact that the 
company is just completing a power plant 
at Winsor, West Virginia, with an initial 


capacity of 30,000 kw. This plant is situ- 
ated directly at the coal mines furnishing 
the fuel. To the keen investor it is still 
more interesting that the company fur- 
nishes unusually complete information. 

AMERICAN Licut & Traction. This is 
the good old shining example of what a 
holding company can do, if it doesn’t be- 
come over-ambitious. The common stock 
pays 10 per cent. in cash and 10 per cent in 
stock, while the preferred has paid its reg- 
ular 6 per cent. for now into the 16th 
year, and is considered so safe that the 
price acts like a standard high class bond. 
This company is discussed in a special ar- 
ticle in this issue. 

Citres Service Company. Some months 
ago, when I stated in THE MAGAZINE OF 
Watt Srreet that I didn’t consider Cities 
Service preferred any special bargain, my 
statement was met with instant opposition. 
However, the stock is selling about 10 
points lower today, and I can quite con- 
sistently change my position. It may go 
lower, but it looks cheap. 

It may be true that 50 points or more 
of the price of the common hangs on the 
price of oi] and the supply thereof held in 
the properties of Cities Service subsidiaries. 
Just the same the preferred is getting 
stronger all the time and the directors of 
the holding company recently passed a 
resolution that “until there has been in- 
vested in the properties of the Cities Serv- 
ice from earnings, a sum equal to the en- 
tire par value of the preferred then out- 
standing, there should be no dividends paid 
in cash on the common in excess of 6 per 
cent., unless the company shall for a period 
of six months have purchased and retired 
all the preferred stock that can be pur- 
chased at 110 or less.” 

Unless the company expands its common 
dividend cash requirement by great in- 
creases in the amount of said common, this 
resolution ought to be a factor of real im- 
portance to the preferred holders. The 
common is a decidedly speculative stock 
but the preferred looks at the present time 
like’ a good business man’s investment. 








The status of an underlying company or companies, individually, is the basis upon which 
to Bev the holding company securities. If they show up well the holding company’s bonds 
prove up. 
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The New Savings Bank 


“Have you heard. about the new savings bank?” asked Harper, as he dropped into a 

seat heside Wilson on the 7:59. 
*“No. What about it?” 

“It’s a wonderful plan. Sort of co-operative arrangement. You get higher interest and 
stronger security.” 

“Sounds interesting. What is the plan?” 

“Why, all the people in the country are invited to club together and put all their property 
as security behind the deposits in this bank. Then everybody who has any money or can 
save any can deposit it in this bank.” 

“Ought to be safe enough.” 

“Yes, there never was any plan for a bank that gave such a high degree of security. With 
all the property in the country behind those deposits, nobody can lose as long as the country 
ts here—and I don’t see how it could drop out of sight.” 

“I suppose the rate of interest is not very high. If I remember right the Postal Savings 
Banks pay only 2 per cent.” 

“That's the funny part of it. They have got this worked out so that the bank can pay over 
4% interest. Besides that, you are likely to get a bonus after a few years, which will probably 
bring the rate of interest up to 5%.” 

“Don’t see how it can be done.” 

“Well, they use the plan of giving you a sort of certificate of deposit, and it is practically 
certain that these certificates will sell at a premium after a few years, because the investment 
is such a good one.” 

“What are you trying to do—sell me mining stock? You talk like a promoter.” 

“No, indeed. I am putting all the money I can into this bank myself. You see, they can 
pay that rate of interest because the money is going to be put to the most profitable use that 
any money ever was, | suppose. And I forgot to mention that you don’t have to pay any kind 
of taxes on these deposits, not even the income tax up to $5,000 of deposits—above that a man 
having a big income has to pay the supertax, but that isn’t very heavy until you get up into 
the millionaire class.” 

“Well, the way you explain it I should think everybody would put all his money into the 
new bank. Why should he keep it anywhere else? He can’t do better.” 

“People are putting a lot of money into it. But of course some of them don’t fully realize 
all its advantages yet.” 

“Is this plan still in the promotion stage?” 

“Not exactly. In fact, the bank itself has been in existence and constantly growing for 142 
years, but it is only recently that it is able to accept deposits in this way. So it ought to be 
considered a well-established enterprise.” 

“I should say so. Great Scott, there must be a rush of depositors. How do you get your 
money into it?” 

“Easy enough. Just buy a Liberty Bond.” 








’ All you can!! All you have!!! 
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Investment Inquiries 





Cities Fuel Notes Not Highest Grade 


C. M., Columbus, Ohio.—Cities Fuel & 
Power Co. 7% two-year notes appear to be 
well secured, but we do not rate them as a 
first-class investment because of what we con- 
sider threatening or at least disturbing condi- 
tions, in the way of Cities Service Company’s 
progress; for example, an apparently too lib- 
eral policy in the matter of dividend pay- 
ments. Earnings that back up the in- 
terest payments on these notes are of a more 
or less speculative character owing to the fact 
that the Cities Service Company has so greatly 
expanded its operations in the oil business. 





American Foundry’s Appeal 


C. S. W., Pittsburgh, Pa—American Car 
& Foundry has attractive possibilities, but the 
advance appears to be over for the time be- 
ing. Although Government control of rail- 
roads and the placing of orders for equip- 
ment with this and other equipment com- 
panies might result in a further bidding up of 
prices, we are inclined to believe that it 
would be advisable for you to take your prof- 
its on any substantial rise and watch for an 
opportunity to purchase the shares at a lower 
level. The outlook for the more speculative 
investment issues of this character is not re- 
assuring. For permanent investment you 
should be able to purchase during the next 
period of depression to greater advantage. 





The Cresson Earnings 


C. E. J., Cleveland, Ohio.—Cresson is fav- 
orably regarded in spite of its recent earn- 
ings - statement. The company has been 
working low grade ores recently which ac- 
count for the lower earnings. There were 
many months in 1917 when the company 
earned nearly double dividend requirements 
and we have no knowledge of any decrease 
in ore reserves or cash on hand. Mining 
stocks will fluctuate, and an investor should 
not be scared out of his holdings upon the 
first unfavorable report. The price of the 
shares will naturally follow the market to 
some extent, but we do not anticipate a re- 
duction in the dividends, as the cash reserve 
is sufficiently large to take care of 
the present dividend without change for quite 
some time. The next earnings statement will 
probably confirm the fact that the lower earn- 
ings for January were temporary. Fluctua- 
tion in earnings and in price is to be ex- 
pected in any investment, especially a mining 
share, and we recommend that you hold your 
stock. The shares are selling upon a basis 
of intrinsic values. 





Barnett Versus Ohio 


W. T. V., Wilmington, Del—Barnett Oil 
has a modest production and we understand 
that its earnings for 1917 were about 50% 
of the outstanding capitalization. 


Company 
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persisted in paying dividends in the face of 
a large indebtedness, from which it is now 
embarrassed. The market action of the 
shares have been a disappointment. It 
would appear that there was excellent dis- 
tribution from around 3 to the current level. 
Although a speculative move in the stock 
is likely, we regard the shares as highly 
speculative and do not advise their purchase. 
Ohio Copper is a better speculation for the 
same money. Ohio is speculative, but we 
consider its long range prospects better than 
those of Barnett Oil. 





Wabash Dividends 


L. R. M., Salt Lake City, Utah—Wabash 
Pid. “A” has no deferred dividend. It is a 
5% non-cumulative profit sharing preferred 
stock and is entitled to receive preferential 
dividends in each fiscal year up to 5% be- 
fore any dividends are paid upon any other 
stock of the company. These dividends are 
not cumulative and there can be no deferred 
ones. After the payment in any one fiscal 
year of 5% dividends upon the “B” stock 
and upon the common stock, the “A” is 
entitled tp receive an additional dividend at 
the same rate per cent as any further or 
additional dividend declared in that year on 
the common stock. The “A” stock is now 
on a 4% basis, but the Government guaran- 
tees 5.9% in earnings during the supervision 
period. In 1917 its earnings were larger 
than the guarantee. The outlook for an in- 
crease to a full 5% dividend rate is not par- 
ticularly bright, but with a return to normal 
and possibility of increased earnings with a 
lowering of operating costs, the full dividend 
will probably be conserved. We advise the 
holding of the stock. 





Russian Bonds 


R. F. W., Waterbury, Conn.—Russian In- 
ternal Bonds 5%s due 1926 are very specula- 
tive and we expect to see some violent 
fluctuations in them before the war is over. 
Even if the present Government repudiates 
them, we hardly think that this will be the 
end of the story. The bonds are backed by 
the resources of 180,000,000 people, and a 
country which is undeveloped. These na- 
tural resources can stand a very large obliga- 
tion. All the European nations are inter- 
ested in the financial condition of Russia 
as well as its ability to meet its debts. We 
anticipate that there will be trouble in pay- 
ing, but do not expect a repudiation, or de- 
fault to remain permanently effective after 
the war is over. While we have not been 
recommending the purchase of Russian se- 
curities, you have seen your bonds through 
a very severe decline, and it would be wise 
to retain your holdings as a speculation. We 
cannot predict whether peace is near or not, 
but the coming of peace should advance the 
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price of Russian securities materially. In 
a word, it depends upon the International 
turmoil ending favorably for Russia. Pre- 
dictions are but guesses. ’ 





St. Mary’s Possibilities 


M. J. R., Savannah, Ga—St. Mary’s Min- 
eral Land was analyzed on page 743 of THE 
MaGazine oF Watt Srreet, September 2, 
1916. We believe that this issue will bear 
watching with a view to purchase during a 
serious decline in the market. We have great 
faith in its future, and believe that it will 
develop eventually into a great producer. We 
are not recommending the Coppers at present, 
but St. Mary’s has speculative possibilities of 
an unusual character for anyone who can as- 
sume the speculative risk involved and carry 
the shares through any possible decline. 
Exact information is difficult to obtain re- 
garding earnings and operations. The com- 
pany will probably be handicapped along with 
the other coppers by excess profits taxation, 
and it is not likely that dividends will be 
maintained at the high 1916 levels as its offi- 
cers are conservative. 


Low Priced Oils 


B. H. C., Toronto, Can.—Crown Oil sell- 
ing on the New York Curb at around 75c, 
sold as high as $1.12 and as low as 62c in 
1917. We have information that its shares 
have been offered at various prices by sales- 
men asking as high as $3.50 while they were 
selling on the Curb at around $1.00. Com- 
pany has been paying 2c a share a month 
for some time, but we have been unable to 
receive any authoritative information as to 
the payment of last month. It is not an in- 
vestment yet, by any stretch of the imagina- 
tion. In the early stages of promotion and 
semi-development it is entirely too specula- 
tive to advise purchase at this time. The 
company -owns leases of property in 
Kentucky, and rosy reports have been made 
as to output and development. Whether 
such reports have aided in the distribution 
of stock or not, we leave to your judgment. 








The “Katy” Position 


E. L. K., Worcester, Mass.—Missouri, 
Kansas & Texas is a speculative proposi- 
tion, as you express it. Although a revival 
of speculative activity might center around 
the reorganized railways, in any general 
movement which no one can predict with 
certainty, we can advise you only upon con- 
ditions as they are. The property is in bad 
shape and will require a large expenditure 
during the next seven years to put the road 
on its feet. The position of the road will 
doubtless improve in time, but it will be 
many years before the new securities are 
established as dividend payers. We do not 


recommend you to speculate in this stock at 
this time, in view of the many uncertainties 
surrounding it. 


We would advise you to 


THE MAGAZINE OF WALL STREET 





keep a watchful eye upon the outlook in the 
MaGaAzIineE, the trend of the market and the 
articles on the railroads, which are such an im- 
portant feature of the MAGazine. 


Winchester 7% Notes 


D. C. M., Youngstown, Ohio.— Winchester 
Repeating Arms one-year 7% notes, due 
March 1, 1919, are amply covered by 
working capital. In fact, the working capi- 
tal is very large and consists primarily of 
inventories. The company is making the 
Lee-Enfield rifles of this Government and 
has other large Government orders. It is 
practically assured of capacity work during 
the war and at fair prices. Its rifle is said 
to have been very satisfactory to the army 
authorities. The company has expended in 
the neighborhood of $20,000,000 on its plants, 
and war profits will be largely represented 
by plant and not by cash. It has always 
been a strong earner and has averaged bet- 
ter than $1,500,000 a year on its regular busi- 
ness. We regard the purchase of these 
notes favorably, although not possessing the 
investment strength of Procter & Gamble 
7%, due 1923, or Louisville Gas Electric 7s, 
due 1920. 





Federal Smelting 


A. M., Wilkes-Barre, Pa—Federal Mining 
& Smelting Pfd., as is indicated by the pres- 
ent high yield, is speculative, and by no 
means should be purchased for investment. 
Its position has been rendered uncertain by 
the unfavorable developments in the lead 
industry, and its properties appear to be a 
liquidating proposition. With normal lead 
prices, some of its mines could not profit- 
ably be operated. One new mine, acquired 
for $150,000, had to cease operations last 
year on account of a snowslide causing dam- 
age which cost the company about $100,000. 
Operations in that mine were, however, re- 
sumed during the summer of 1917. Its ore 
reserves for Dec. 31, 1916, were 807,000 tons 
of milling ore, 76,300 tons of concentrates 
and 75,580 tons of first-class ore. Its report 
for the quarter ended January 31, 1918, 
showed a deficit of $193,525, as compared 
with net earnings of $316,165 in the corre- 
sponding period of last year, and net earn- 
ings of $359,929 for the quarter ended Oc- 
tober 31, 1917. 





Bond Redemptions 


J. W., Washington, D. C—We know of 
no single periodical which publishes all 
notices of bond redemption or coupons 
called for concellation. These are pub- 
lished in papers selected by the companies 
concerned. However, the . Y. Times, 
Times Square, New York, the N. Y. Even- 
ing Post, 206 Broadway, New York and the 
Wall Street Journal, 44 Broad St. New 
York, contain many of these advertisements. 
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Chain Stores War Prosperous 
Growth in Sales—Woolworth, Kresge and United Drug— 








Increasing Costs—Significance of Rise in Inventories 


By J. G. DONLEY, Jr. 





HE five-and-ten-cent stores have not 
suffered because of the war. On 
the contrary, they have been war- 
prosperous. 

They have been war-prosperous because 
their best customers have been helped by 
war conditions. Wage earners—iron and 
steel workers, machinists, engineers, truck 
drivers, carpenters, etc.—have benefited 
from the sliding scale of wages, and have 
generally been able to keep their pay en- 





velopes on a plane with the increased cost- 


of living. Their families have always been 
the most dependable patrons of the low- 
price chain stores, and with an unaccus- 
tomed bulge in their pocketbooks they have 
spent more freely in the accustomed chan- 
nels. 

In addition to this increased purchasing 
power of their established patronage, the 
five-and-ten-cent stores have gathered in 
more of the dollars of the families depend- 
ent upon moderate and more or less fixed 
salaries. These people have had to man- 
age on funds that would not go as far as 
was their wont in pre-war days. Naturally 
they have taken their trade where they 
could get the most for their money. When 
the war is over, it is likely that, having 
learned to stretch the dollar, they will have 
become a permanent division in the army 
of habitual economizers and bargain hunt- 
ers. Looking ahead, it may not be far from 
the point to prophesy that while the wage- 
earner is suffering from peace readjust- 
ments, the custom of the so-called middle 
class should prove to be a business stabil- 
izer for the chain, or “economy” store. 

It is not difficult to show that the five- 
and-ten-cent stores have been beneficiaries 
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of the war. Net sales of the F. W. Wool- 
worth Co., the largest of these chains, ex- 
panded from $75,995,774 -in 1915—the 
first year of the war—to $98,102,858 in 
1917; an increase of $22,107,084, as com- 
pared with a gain of only $3,061,892 from 
1912 to 1914. The S. S. Kresge Co.—the 
second largest nickel and dime chain—had 
such a rapid growth in the period just pre- 
ceding the war that its record does not fur- 
nish such a striking example of war-time 
gains, but it is none the less convincing. 
Net sales of this company rose from $20,- 
943,301 in 1915, to $30,090,700 in 1917, 
showing an increase of $9,147,399. This 
growth compares with a gain of $5,771,906 
before the war—from the $10,325,488 turn- 
over in 1912, to the $16,097,394 sales in 
1914. 

Table I shows quite clearly the impetus 
which war prosperity of the country gave 
to sales of the Woolworth and Kresge stores. 
Beginning with 1915 there was in each case 
a notable quickening of growth. 





TABLE I--YEARLY INCREASE IN SALES 





Woolworth. Kresge. 
ES *$329,696 $2,932,739 
SE Wak igickewtinkaaie 3,391,597 2,839,167 
Ae ee, 6,376,105 4,845,907 
19 16 ey a eae 11,093,497 5,454,243 
DE nekiwedahs cine 11,013,587 $3,693,156 
*Decrease. 


tAfter war taxes. 





Perhaps this growth would have been 
just as rapid had there been no war, but it 
does not seem likely. It has been the gen- 
eral experience that where the war has not 
helped a business it has hurt it. And now 
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that the unessential industries are to feel the 
pruning knife, this cleavage of the war- 
nourished and the war-blighted should soon 
be more pronounced than ever. The five- 
and-ten-cent store chains should have noth- 
ing to fear on this score as their staple 
goods are necessities of everyday life for 
the masses. 


Potentialities of Growth 


The attractiveness of the securities of the 
Woolworth and Kresge companies—and 
also of the United Drug Co., which will be 
taken up further along in this discussion— 
lies chiefly in their wonderful potentialities 
of growth and earnings expansion. Any 
analysis of their present position and im- 
mediate prospects should, therefore, give 
first consideration to the factors that de- 
termine to a greater or less extent their rate 
of expansion. 

A comparison of the various elements of 
the growth of the Woolworth and Kresge 
systems—whatever may have contributed 
to their accomplishments—offers interesting 
possibilities of contrast from the viewpoint 
of results alone. 

To begin with, it may be assumed that 
a chain of stores grows in three principal 














AVERAGE NET EARNINGS PER STORE. 
BEW.Woolworth 85S.S.Kresge. OUnited Drug. 








a 














THOUSAND DOLLARS 
ro) 











= 
1o17 





'el2 ios igsi4 1915 i916 














ways that affect the final result for the 
stockholder, as follows: 

(1) Net income per store expands. 

(2) The margin of profit becomes larger. 

(3) The number of stores increase. 

Moreover, progress is about in the order 
of enumeration. 

The accompanying graph shows average 
net income per store of the Woolworth, 
Kresge and United Drug chains. It will be 
noted from the table summarizing six years 


of growth that the gain in the case of the 
Woolworth stores was very slight in the 
six years under consideration, while dur- 
ing the same period the average net in- 
come from each Kresge store was nearly 
doubled. To be exact, there was a gain 
of only $671, or 7.8 per cent., in the net 
income from each link of the Woolworth 
chain, whereas the Kresge units were able 
to bring in $5,569, or 96.3 per cent, more 
net income at the close the six-year period 
than at the beginning. Furthermore, the 
growth of the average Kresge store’s earn- 
ings power was fairly consistent throughout 
the period. 


Six Years of Growth—1912-1917. 


Woolworth Kresge 
(Increase) (Increase) 
Net Income per Store... br ine 
Profit per Dollar ....... 0.5¢. ; 3.09c. 
596 100 
Number of Stores ...... ‘orm 1 156.2% 


Examining the record of the second line, 
in the table, or dimension of growth, we 
find that whereas the margin of profit of 


‘the Woolworth stores rose from 8.94 cents 


out of every dollar of sales in 1912, to 9.44 
cents in 1917, ora gain of one-half cent, the 
Kresge margin of profit was increased from 
4.76 cents in the dollar to 7.85 cents, or a 
gain of fully 3.09 cents. The Woolworth 
stores have always enjoyed a good margin 
of profit, having set a record of a cent 
profit out of every dime, or a dime out of 
every dollar, in 1916, which was the best 
ever established by a five-and-ten-cent 
chain. But Kresge shows the greatest de- 
gree of improvement in this test of growth 
in spite of—or perhaps it was because of — 
its having a slender start. 

Coming down to the third item of 
growth, it is found that the F. W. Wool- 
worth Co. has added 596 new stores to its 
chain from December 31, 1911, to Decem- 
ber 31; 1917, an increase of 67.7 per cent. 
In other words, the Woolworth chain has 
added a little more than two-thirds its origi- 
nal size in the last six years. In the same 
length of time the Kresge chain has estab- 
lished 100 new links, an increase of 156.2 
per cent., which means that this concern has 
added one and one-half times the original 
size. 

Neither of these concerns has any fund- 
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ed debt—in the strict meaning of the term, 
their expansion having been financed out 
of surplus earnings. At the close of 1917, 
Woolworth had real estate mortgage lia- 
bilities of $884,600, and accounts and in- 
terest payable of $340,822. Kresge had 
mortgages of $310,000 and bills and ac- 
counts payable (includirg provision for 
war excess profits and income taxes and re- 
serve for contingencies) of $2,086,555. 

The status of the Kresge preferred and 
common stocks is very thoroughly reviewed 
in the March 16, 1918 issue of THE Maca- 
ZINE OF WALL STREET, and the reader is 
referred to that article for a full analysis of 
Kresge’s position. 

Position of Woolworth 

The F. W. Woolworth Co. was incorpo- 
rated on December 15, 1911, under the laws 
of New York, to acquire the assets and 
property of four going concerns, and later 
acquired the businesses of three others. The 
company owns the entire capital stock of 
F. W. Woolworth Co., Ltd., of Canada, and 
a majority of the stock of F. W. Woolworth 
& Co., Ltd., of Great Britain. It trarfSacts 
business through a chain of 1,000 stores 
located throughout the United States. In 
addition, the Canadian company operates 
some seventy stores, and the British concern 
a like number. 

The present Woolworth Co. started with 
a capitalization of $15,000,000 7 per cent. 
cumulative preferred stock, and $50,000,000 
common stock represented under the “as- 
sets” in the balance sheet by an equal 
amount of “good-will.” In six years of 
operation, the preferred stock has been re- 
duced to $12,500,000, and fully $38,000,- 
000 has been earned on the $50,000,000 
“good-will,” of which $18,000,000 has been 
paid in dividends on this same airy stock 
issue which has had to stand a lot of sar- 
castic criticism—but has made good. 

Woolworth preferred is a prime indus- 
trial investment, on which average earnings 
for the last six years have amounted to 
2.56 per cent. annually, showing an ample 
margin of safety for the 7 per cent. yearly 
dividend. ‘This issue is entitled to cumu- 
lative dividends at the rate of 7 per cent., 
and to no further share in the surplus prof- 
its. It is redeemable in whole or in part 
at any time upon three months’ notice at 
$125 per share and accrued dividends. For 
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the last three years $500,000 of this issue 
has been retired annually through the 
operation of a sinking fund which requires 
the setting aside of at least 3 per cent. of 
the largest amount in par value of the pre- 
ferred stock that shall have been or may be 
at any one time issued and outstanding, 
such fund to be used to acquire the stock 
at not exceeding $125 per share and accrued 
dividends. It is further provided that 
stock so acquired is to be retired and not to 
be reissued. Through the operation of this 
fund, if the present rate is maintained, the 
last share of Woolworth preferred will have 
been taken up within twenty-five years, 
leaving the entire assets and earning power 
of the company back of the common stock. 

Dividends on the preferred stock are ren- 
dered doubly sure by provision in the com- 
pany’s charter that no dividends may be 
paid on the common stock until there shall 
be first created and maintained (in addition 
to the sinking fund) at least the further 
surplus of $1,000,000. Further than this, 
common stock dividends are limited to 4 
per cent. per annum until said surplus 
shall amount to and be maintained at not 
less than $2,500,000. Whenever $5,000,- 
000 in par value of preferred stock shall 
have been retired—the total is $2,500,000 so 
far—these dividend restrictions cease. 

Woolworth’s earnings statement for 1917 
showed net sales of $98,102,858, net in- 
come of $9,252,349 (without any allow- 
ance for war taxes), surplus after divi- 
dends of $4,359,849, and a total profit and 
loss surplus of $19,608,493. Net working 
capital, which is the excess of current as- 
sets over current liabilities, amounted to 
fully $17,720,710, as compared with $16,- 
698,212 in 1916, and only $13,933,092 
back in 1914. On December 31, 1917, the 
net tangible assets applicable to the com- 
mon stock amounted to $15,277,499, or 
about $30.55 per share—after deducting 
the $50,000,000 of “good-will.” 

Indicated earnings on the preferred and 
common stock of the Woolworth company 
since organization have been as follows: 


Common Preferred 
% % 
i, .eicdideaueteeted 8.73 36.09 
i eee Sera 10.82 43.07 
ES cucdetaawdsonuwe 10.86 45.93 
 axdéuecnéGnectuwen 13.19 55.91 
ST Qwtthcude tebnewet 15.57 67.02 
DT ci énetéknwanakada 16.72 74.02 
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On the subject of war taxes, the Wool- 
worth 1917 report, in common with many 
others, was silent, and it is understood that 
the amount which the company will have to 
pay cannot be estimated until a full inven- 
tory has been made. After tax payments, 
the 1917 net will be considerably lower 
than the above figures. The company’s 
profit on each dollar of sales will also be 
smaller. It would not be surprising if tax 
allowances should bring the final net results 
for 1917 down slightly below the 1916 
showing. 

In spite of increasing costs, the Wool- 
worth Company continues to sell only 
five-and-ten-cent goods. Hence it is now 
practically the only large chain store 
organization which maintains its identity 
as a retailer of nickel and dime merchan- 
dise; the Kresge stores added fifteen-cent 
articles to their repertory in March, 1917. 

February sales in the current year made 
quite a remarkable record for the Wool- 
worth system. The total for February, 
1918, was $6,294,900, revealing an increase 
of $650,280 over last year in spite of the 
fact that 75 per cent. of the company’s 1,000 
stores were affected by the three heatless 
Mondays, while all the New England stores 
were shut down on four fuelless days. An 
official of the company has estimated that 
each of the days of enforced closing cost 
the organization about $200,000 in sales. 


The United Drug Chain 


The United Drug Co. is comparable to 
the two concerns which have just been dis- 
cussed, in that it operates a chain sys- 
tem of 175 Liggett-Riker-Hegeman drug 
stores, built up on the same idea as all the 
other successful merchandising organiza- 
tions of multiple units. It will be seen 
from the accompanying graph that its net 
income per store is larger than that of 
either the Kzesge or Woolworth chains. 
This is traceable, of course, to its larger 
unit of sales, and hence its greater possi- 
bilities of development of the gross turn- 
over and net earning power of the individual 
stores. Its profit per dollar of sales amount- 
ed to approximately 7.75 cents in 1917, as 
compared with Kresge’s profit of 7.85 
cents, and Woolworth’s margin of 9.44 
cents. Since complete reports of the opera- 
tions of the United Drug chain are avail- 


able for only one year—1917—it is not 
possible to make comparisons of its rate of 
growth in new stores. 

The United Drug Co. was incorporated 
on March 29, 1916, under the laws of 
Massachusetts, succeeding a company of 
the same name, which was also a Massa- 
chusetts corporation, and the Riker & Hege- 
man Co., a New York corporation. The 
plan of consolidation was conceived early 
in 1915, and was declared effective in Feb- 
ruary, 1916. A New York corporation 
which was organized for purposes of con- 
solidation was shortly afterwards dissolved 
and its assets and liabilities transferred to 
the present Massachusetts corporation. 

Stockholders of the old United Drug Co. 
received 100 per cent. in new first pre- 
ferred stock for their old preferred stock 
(par $50). Holders of old United Drug 
common stock (par $100) received 100 per 
cent. in new second preferred stock, and 225 
per cent. in new common. Riker & Hege- 
man preferred stockholders received 100 per 
cent. in new preferred stock for their old 
preferred (par $100), and Riker & Hege- 
man common stockholders received 43.85 
per cent. in new second preferred, and 100 
per cent. in new common for their old com- 
mon stock of a par value of $100. 

Thus, $19,438,950 par value of the pres- 
ent United Drug Co.’s outstanding capital- 
ization was issued in exchange for common 
and preferred stocks of the old United Drug 
Co., and $14,806,400 was issued in ex- 
change for common and preferred stocks of 
the Riker & Hegeman Co., making a total 
of $34,245,350 of the present capitalization 
of $36,659,000 given in exchange for se- 
curities of the consolidated companies. The 
balance of $2,413,650, in new first pre- 
ferred, was offered to stockholders of record 
July 22, 1916, at par. 

The United Drug Co. has now outstand- 
ing $7,500,000 first preferred, which is 7 
per cent. cumulative, and has a par value 
of $50; $9,109,000 second preferred, with 
non-cumulative dividends at the rate of 6 
per cent. on its $100 par value; and $20,- 
050,000 common of $100 par value, on 
which dividends are now being paid at the 
rate of 5 per cent. per annum. 

The company is not only a distributor; 
it is engaged either directly or through sub- 
sidiaries in the manufacture of medicines, 
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toilet articles, rubber goods, stationery, can- 
dies, druggists’ sundries, and goods of like 
nature. Its factories are located in the 
north end of Boston, Mass., and in the Rox- 
bury district of Boston. Some of its manu- 
facturing subsidiaries which it controls 
through stock ownership are the Guth 
Chocolate Co., V. Vivaudou, Inc., Arly, 
Inc., and the Chocolate Refiners, Inc. In 
addition to these and other companies con- 
trolled, the United Drug Co. also owns the 
entire capital stocks of a number of inact- 
ive companies. 

Under date of June 20, 1917, the com- 
pany reported that it had purchased all the 
property, trade-marks, good-will, etc., be- 
longing to the former Seamless Rubber Co., 
of New Haven, Conn. This purchase was 
made from the receiver, and a company has 
since been organized under the laws of 
Massachusetts, under the name, The Seam- 
less Rubber Co., Inc. It is expected to 
develop into a profitable manufacturing 
adjunct. 

United Drug first preferred stock has 
preference as to assets as well as dividends 
over the second preferred and common; the 
second preferred has preference as to assets 
and to non-cumulative dividends over the 
common. The first preferred is subject to 
redemption at 120 and accrued dividends, 
and the second preferred is redeemable at 
105. Provision may also be made for the 
accumulation of a surplus to secure the first 
preferred and for giving the first preferred 
stockholders a preferential right to subscribe 
to any new issue of first preferred stock. 


Increased Earnings 


Indicated earnings on the three classes 
of United Drug stocks for 1917, and for 
the period from February 4 to December 31, 
1916, have been as follows: 


1917 


1916 
% 


54.41 
19.98 
7.03 


Ist Preferred 
2d Preferred .......... 


The earnings statement of the United 
Drug Co. for 1917 showed gross sales of 
$40,716,290, as compared with $33,404,866 
for the preceding eleven months. Net in- 
come was $3,156,007, as against $2,014,- 
809, and the surplus after dividends was 
$1,313,678, as compared with $1,410,456 in 


1916, when no dividends were paid on the 
common. The balance sheet showed a 
strengthening in net current assets, working 
capital amounting to $10,044,559 at the 
close of 1917, as compared with $9,300,176 
on December 31, 1916. 

The initial first preferred dividend was 
paid May 1, 1916, and the initial second 
preferred payment was made June 1, 1916, 
and these have been continued regularly 
ever since. Dividends were started on the 
common stock on April 2, 1917, with a 
quarterly payment of 1% per cent., and the 
5 per cent. annual rate has been continued 
since. 

Capitalization of the United Drug Co. 
is apparently somewhat over-generous, par- 
ticularly insofar as the common is con- 
cerned. The first preferred appears to be 
fairly well covered by tangible fixed assets, 
while back of the second preferred there is 
a fair margin of net current assets. The 
common stock rests entirely on $23,496,576 
of “trade-marks, patents, formule, proc- 
esses, leaseholds and good-will.” But the 
earning power of the consolidated concern 
has the same possibilities of growth that 
have made possible the piling up of about 
30 per cent. in real values back of Wool- 
worth common. 

For a business man’s speculative invest- 
ment a combination of an equal amount of 
each of these three classes of United Drug 
stocks should prove attractive, and should 
the company grow up to the hopes of its 
management there would likely be consider- 
able opportunity for profit in the common. 
But, taken alone, the junior issue appears 
to be a good speculation. 

The United Drug stocks are listed on the 
New York Stock Exchange but have always 
been very inactive. The last sale of the 
common was at 70, as compared with a high 
of 80 and a low of 64 in 1917. The first 
preferred, par $50, has recently sold at 50, 
as compared with a high of 54 and a low of 
48 last year, revealing its semi-investment 
nature in the relative steadiness of its mar- 
ket. The last sale of the second preferred, 
par $100, was at 7734, as against a high 
of 91 and a low of 74 last year. The pres- 
ent level of prices, it will be seen, is favor- 
able where a purchase is desired, as there 
has so far not been much recovery from the 
lows of 1917. 
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Rise in Inventories 


Coming back to the consideration of 
Woolworth and Kresge it may be well to 
call attention again to the condition of in- 
ventories and cash to which attention was 
directed in the story of the chain stores’ 
growth published in the April 13 number of 
THE MAGAZINE OF WALL STREET. Cash 
has been absorbed to an unusual degree in- 
to inventories. Woolworth had only $445,- 
522 cash at the close of 1917, compared 
with $4,012,430 in 1915, while its inven- 
tory item came up during the same time 
from $11,062,314 to $17,278,602. Kresge’s 
cash shrank from $1,510,811 at the close of 
1915 to $632,646 at the end of 1917, while 
its inventories came up from $2,753,764 to 
$5,197,841. 

This situation has, of course, been the 
direct outcome of higher costs of merchan- 
dise, and may be expected, while it lasts, 
to reduce the supply of capital available 
for purposes of extension. But adjustment 
of inventory values after the war should 
not be difficult, as it has been possible to 
adjust selling prices to fit advances in 
costs of from 10 to 30 per cent., without 
sacrificing the margin of profit. Once the 
adjustment to peace conditions has been 
accomplished, it is likely that the release of 
cash from inflated inventories will make 
for a new era of expansion in the chain 
store industry. In the meantime the line 
of advance would seem to be in the direc- 
tion that Kresge is pursuing: that is, toward 
the fuller development of the earning 


power of the individual store in the chain. 

It is just this evidence of progress in 
the Kresge organization that seems to offer 
more attractive possibilities in its securities 
for the near future than in those of the 
Woolworth company. 

The preferred stocks of both these com- 
panies are excellent investments, and are 
at present at comparatively low levels. The 
last recorded sale of Woolworth preferred 
was at 114%, in December, 1917, and its 
range for that year was 126%—113. The 
Kresge stocks are listed on the New York 
Curb. The preferred has sold recently at 
100, compared with a high of close to 114 
and a low of 94 in 1917. 

The Woolworth and Kresge common 
stocks offer excellent speculative opportuni- 
ties for a long pull, when present compara- 
tively low prices and future prospects of 
earnings expansion are taken into consid- 
eration. Woolworth common has recently 
sold at 11054, as compared with a high of 
120% this year, and a high of 151 and a 
low of 99% last year. Kresge common, 
which was raised to $100 par last year from 
a previous par value of $10, is at present 
quoted around 82, compared with a high 
last year of 13114 and a low of 60. 


Business Still Young 
The chain store industry is still in the 
age of vigorous youth. The expansive 
forces within should carry it on to a well- 
rounded middle-age development, as yet 
only dimly visioned. -And its stockholders 
also have yet to reap the greatest benefits. 








WHAT WAR MEANS 


“As yet the even current of our lives here is not greatly disturbed by the war. 


I say that in face of the fact that hundreds of thousands of young men are on 


their way to the front, or already there; that each of you is deeply engaged in 


some useful war activity. We shall gain some real inkling only when the 


tragedy of losses begins to come home to us; only when we see real suffering 


among our people; only when the war comes so close that we are obliged to 


change completely the habits of our daily lives, and give up willingly and gladly, 


as they have done on the other side, so many things we have hitherto thought 


vital.”—Thomas W. Lamont. 
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Three Prosperous Chemical Companies 


General Chemical—Barrett Company — Tennessee Copper 
—How War Has Boosted Them—The Outlook for 
Their Securities 





By GEORGE S. HAMMOND 





HE chemical companies of the 
United States have been, in an 
indirect way, one of the greatest 
factors in the tremendous growth 
of the munitions industry which became, 
even before our participation in the war, so 
conspicuous a feature of our commercial 
activity. ‘The consumption of chemicals in 
the manufacture of explosives is enormous; 
at the same time, the requirements of the 
industries of peace which had been supplied 
in large part by Germany have been thrust 
entirely upon the American makers. 

Not only was this demand for the goods 
with which our manufacturers were fa- 
miliar, but for the goods in which they 
had had little or no previous experience. 
Facilities had to be added to; experimen- 
tations in the new lines had to be carried 
on with the utmost perseverance. The 


Company, incorporated in 1899 as a con- 
solidation of twelce companies engaged in 
the manufacture of heavy chemicals, and 
owning plants extending from Bridgeport 
to Chicago and St. Louis. Several other 
properties have since been acquired, mak- 
ing at the present time a total of fifteen 
separate plants, including one in California. 
The company also owns an interest in the 
Crescent & Sherbrooke Tank Lines, operat- 
ing tank cars, and in the General Lighterage 
Company, operating steam lighters. 

Until recently, the company supplied its 
products practically entirely to the trade, 
but has changed its policy to the extent 
of introducing to the public a new baking 
powder, “Ryzon,” which has been very 
broadly advertised and has met with an 
excellent reception. It is not unlikely that 
“Ryzon” is sort of a feeler and that it may 








Table I-INCOME ACCOUNT GENERAL CHEMICAL CO. 








1914 1915 1916 1917 
I tn cncandignnwenn kn tenne $2,857,898 $5,958,746 $12,286,826 $9,594,686 
Preferred Dividends ................. , 912,498 912,498 912,498 
+Common Dividends ................. 651,480 684,030 786,636 1,258,608 
5 eta enehednnkonnel $1,381,418 $4,362,218 $10,587,692 $7,423,580 
Earned on Preferred...............-- 19.1% 39.2% 80.7% 63.3% 
Earned on Common ............++++: 18.7% 44.3% 86.8% 55.2% 





*After insurance reserve. 


+Regular dividends only. 








profits have been large, but the conduct of 
business has been by no means easy, and 
it is to the everlasting credit of the chemical 
men of the country that they have reared, 
in the face of great obstacles, practically a 
new industry. 


Outlook for General Chemical 


Chief in importance among the big man- 
ufacturers stands the General 


Chemical 
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be followed by other trade-marked products 
if the company finds its initial product suf- 
ficiently profitable. 

The General Chemical Company differs 
from a great many of the combines which 
started their careers at about the beginning 
of the century, in that there was little or 
no capitalization of hopes for the future. 
From the very start profits were sufficient 
to permit the payment of the full 6 per 
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cent on the preferred stock, and 4 per cent 
on the common stock. There has never 
been a year’s interruption in the preferred 
dividend, and in 1904 and 1905 only were 
the common shareholders forced to forego 
a return on their investment. 

There is no bonded debt, the capital con- 
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sisting of two classes of stock as follows: 


Preferred stock 6% cumulative... ..$15,207,300 
Common stock 15,732,000 


$30,939,300 


The payment of stock dividends has 
gradually expanded the capitalization, 
which. ten years ago was $20,651,300, or 
just about two-thirds the present figure. 

In earning power the General Chemical 
Company has one of the finest records 
among industrials for steady, consistent 
progress and, large as the war profits were, 


they do not contrast with peace profits to 
the same extent as with so many concerns. 
This is illustrated in Table I, which shows 
18.7 per cent earned on the common in 
1914, the lowest percentage returned on that 
stock in six years. 

General Chemical Company has issued 
its report for quarter ended March 31, 
1918, showing $2,004,172 surplus after 
charges, including $750,000 reserve for 
taxes, depreciation, etc. Surplus for the 
corresponding quarter of 1917 was $2,242,- 
960, exceeding the current quarter’s sur- 
plus by $238,788. After $228,124 pre- 
ferred dividends, balance of surplus was 
equal to $11.28 a share on $15,732,600 
common stock outstanding as of December 
31, 1917, against $12.80 a share earned 
in the same quarter of 1916. 

The property investment has been stead- 
ily built up from $19,094,079 in 1910 to 
$36,917,048 in 1917. In addition the com- 
pany has acquired an interest in the 
National Aniline & Chemical Company, 
organized to enter the coal tar dye in- 
dustry. 

The working capital has likewise been 
increased from $4,857,110 in 1911 to 
$12,421,437 in 1917; the latter figure be- 
ing equal to 81.7 per cent of the preferred 
stock. 

In addition to cash dividends of 6 per 
cent from 1911 to 1916, inclusive, stock 
dividends of an aggregate of 35 per cent 
were paid, including 15 per cent early in 
1916. .The continuation of heavy earnings 
in 1917 and the accumulation of cash en- 
abled the company to raise the regular divi- 
dend rate to 8 per cent, and to make 
an additional disbursement of 22% per 
cent in cash. The traditional policy had 
been to conserve cash, but to capitalize the 
steadily imcreasing earning power and 
property equity by stock payments. The 
large cash extra in 1917 may be regarded, 
therefore, as a departure from the usual 
policy due solely to the very extraordinary 
profits of 1916 and 1917. 

The preferred stock fluctuates but little 
and is better than many industrial bonds. 
The common has naturally had a broad 
movement in the last few years, yet nothing 
comparable to that of some of the so-called 
war stocks. Even in 1914 it never sold 
below 160. A summary of the recent prices 
for the two issues is as follows: 
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Preferred Common 


Of course the 8 per cent regular divi- 
dend alone does not give a large return on 
the selling price but further extras seem 
reasonably sure. As the company has 
earned 142 per cent on the common in the 
last two years and even under most unsatis- 
factory conditions produces excellent profits, 
this stock may be regarded as a very de- 
sirable investment at the current quotation. 

Barrett Company 

The Barrett Company was incorporated 
in 1903 as the American Coal Products 
Company, the name being changed in 1916. 
It is principally a holding company, and 
controls a number of concerns engaged in 
the manufacture of coal-tar products. At 
one time the company’s control of the in- 
dustry was so complete that a partial dis- 
solution was ordered in connection with the 
Anti-Trust Law by the Federal District 
Court. 

The Barrett Company and its subsidia- 
ries operate 47 plants scattered all over the 
United States and Canada. The prin- 
cipal products are coal-tar, pitch, creosote, 
felt, roofing and building paper, ammonia, 
benzol, toluol, carbolic, disinfectants, floor 











Table II—BARRETT’S CAPITALIZATION 


Bonded Debt of Subsidiaries 
Preferred Stock, 7% Cumulative..... 7,475,677 
Common Stock 16,019,043 


$26,134,720 








covering and road materials. Its business 
is, therefore, in an entirely different line 
from that of the General Chemical Com- 

The capitalization is given in table 


The light bonded debt is carried very 
easily. The preferred stock was put out 
to the amount of $2,500,000 in 1912 and 
has been brought up to its present amount 
by two further issues to stockholders at 
par. The common has also gradually in- 
creased by stock dividends of 5 per cent in 
1915 and of 7 per cent in 1916 with rights 
to subscribe to 20 per cent of one’s hold- 
ings at 100 in 1917. 

Like the General Chemical Company, 
the Barrett Company has shown a very fair 


degree of prosperity in years of general 
depression, as shown by the summary of 
earnings in Table III. 

The company has had a share in the 
large corporate profits so general since the 
beginning of the war. To cite a few of the 
instances in which it has benefited, orders 
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were received for great quantities of roofing 
material for the cantonments and of tarvia 


for constructing roads to the camps. The 
Italian Government is also reported to have 


‘purchased a great deal of roofing material, 
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benzol and other products have been sup- 
plied to the Allies and to domestic con- 
sumers. 

Expansion of plant has been required, 
an investment of $9,089,930 in 1910, be- 
coming one of $16,864,028 in 1917. Work- 
ing capital has likewise grown from $2,- 
985,981 in 1910 to $12,866,499, or 1.7 
times the preferred stock issue in 1917. 
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present quotation, and may be termed as 
having more investment than speculative 
character. In fact, there does not seem to 
be a great deal to choose between General 
Chemical and Barrett. The former has 
increased its capital to a larger extent by 
stock distributions, but had a larger earning 
power to justify such action. Taking the 
test of a three-year period of earnings, we 











Table III—INCOME OF BARRETT COMPANY. 


1914 
Total Income $1,724,021 


Fixed Charges 


1917 
$3,673,244 
*55,057 


1916 
$5,165,286 
917,428 


1915 
$3,121,184 
638,948 








$1,280,476 
175,000 
750,869 


Net Income 
Preferred Dixidend 
Common Dividend 


$3,728,302 
425,265 
1,034,542 


$4,247,857 
333,249 
2,817,325 


$2,482,236 
175,000 
761,932 








Earned on Preferred 
Earned on Common 


*Charges more than offset by an adjustment 


$1,545,304 
= /O 
21.2% 


$ a $2,268,494 


9.2% 


32.8% 


of securities. 
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The regular maintenance of a liberal work- 
ing capital is characteristic of both of these 
companies. 

The preferred stock has received regu- 
lar dividends since issue, and is so well 
protected as to deserve a very high rating. 

The common has also received regular 
payments beginning with 5% per cent in 
1903, then going to 6 per cent in 1910, and 
to 7 per cent in 1911, the latter rate having 
been maintained ever since with 10 per- 
cent extra in 1917, as well as the stock 
dividends previously mentioned. 


find that General Chemical has earned 
an average of 63.1 per cent on the par of 
its common stock, or 36.1 per cent on the 
present market value, while Barrett has 
earned an average of 24.9% on par, or 
28.9% on the present market value. On 
this basis, General Chemical is a little the 
cheaper of the two, and in view of its 
record of stock dividends and its consis- 
tently superior earning power, I believe it 
the better purchase, though either is ex- 
cellent for the investor who has sufficient 
temerity to buy in these times of uncer- 











TABLE IV—TENNESSEE COPPER AND CHEMICAL INCOME. 


1914 
Total Income 
Interest and Depreciation 
Dividends 
Balance 
Earned Per Share 


1915 
$1,306,167 
248,009 
600,000 
458,158 
5.29 


1916 
$843,570 
446,913 
150,000 
237,657 
1.93 








The stock movement has been quite 
similar to that of the General Chemical 
Company. The common roughly doubled 
in value from the low of 1915 to the high of 
1916 and is now back near its starting 


int: 
a Preferred Common 
1 82 


The common is far from inflated at the 


tainty. They are both backed by plenty 
of tangible assets and have the ability to 
round out any old year with good profits. 
Tennessee Copper 

The third company under discussion, the 
Tennessee Copper & Chemical Company. 
has been much less fortunate and instead 
of reaping a harvest from the war oppor- 
tunity it, or rather its predecessor, the Ten- 
nessee Copper Company, encountered a 
heavy loss, while the shareholders suffered 











THREE PROSPEROUS CHEMICAL COMPANIES 


113 





a shrinkage in the value of their holdings 
to about one-sixth, at the low point, of the 
1915 high. The Tennessee Copper Com- 
pany began business in 1899 as a producer 
of copper in Polk County, Tennessee. It 
also went into the manufacture of sul- 
phuric acid from blast furnace fumes and 
executed a contract with the International 
Agricultural Corporation providing for the 
sale of the entire output of sulphuric. For 
many years its $5,000,000 of capital stock 
(par $25) regularly sold above par and 
dividends varied from 5 per cent to 15 
per cent annually. 

Shortly after the outbreak of the war, 
the company went after a slice of munitions 
business, and executed a contract with the 
Russian Government to supply T. N. T., 
the Russian Government advancing $1,140,- 
000 for the construction of a plant. In 
March, 1916, the new plant was entirely 
destroyed by fire, whereupon the Russian 
Government instituted suit for the recovery 
of their advance. Through this occurrence, 
the status of the company was completely 
transformed and the stock dropped from its 
inflated 70 of 1915 to 21%. The suit has 
never been settled, as the revolution in 
Russia left no constituted representa- 
tives to continue it. Other suits for breach 
of contract were filed, cash for the comple- 
tion of extensions was required, and it 
became imperative that the company, which 
had never kept a very large cash reserve, 
raise funds. 

This was done by incorporating a new 
company, the Tennessee Copper & Chemi- 
cal Company, which acquired through an 
exchange nearly all the stock of the old 
company, and also sold 200,000 shares of 
stock at $16 per share. The effect was to 
double the number of shares outstanding, 
and in judging the new stock, one must 
remember that each share represents just 
about half what each share of Tennessee 
Copper stock represented. 

The contract with 


the International 


Agricultural Company also proved burden- 
some, for while the contract price is $4.81 
per ton against production cost of around 
$2, the market price went to several times 
$4.81. Recently the contract was amended, 
however, by adding that on the output be- 
tween 175,000 and 225,000 tons annually 
$9 would be paid, on all above this tonnage 
$10 a ton. It was believed that this change 
would add $600,000 annually, or $1.50 per 
share to profits. 

The company’s troubles may be placed 
largely in the hard luck class. At the same 
time, there was a noticeable failure to 
accumulate any substantial surplus. Divi- 
dend payments were usually quite close to 
the amounts available, and the net working 
capital remained stationary at about $500,- 
000. 

In Table IV is given a summary of the 
company’s earnings for the last four years, 
the 1917 estimate being that of the new 
company. 

Dividend payments were discontinued in 
1917, but a payment of $1.00 per share on 
May 15, 1918, has been declared, which has 
been taken as inaugurating a $2.00 annual 
rate. . 

Considerable improvements were made in 
1917, which increased the copper output, 
and the acid production is also larger as 
well as more profitable because of the new 
contract. 

With the Lewisohn management again 
in control, the company will probably work 
out of its difficulties. The current quota- 
tion of 17 for the stock appears a little 
high, however, in connection with the 1917 
earnings and general condition of the com- 
pany. The stock is quite speculative and 
offers little attraction from an investment 
standpoint at the present time. It might 
advantageously be sold on a rise. Even as 
speculations, the two common stocks of the 
other two companies covered in this article 
appear much more desirable, while their 
investment qualities are infinitely superior. 








We must cease to be a people heedless, carefree, irresolute, refusing to credit 
our peril. It is a time for sobriety and not indulgence; for serious thought and 
not indifference; for action and not debate.—Gates W. McGarrah, President, The 
Mechanics & Metals National Bank of the City of New York. 
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The New Wabash 


Reorganization in 1915 Put Roadona Sound Financial Basis 
—Physical Condition Is Now Excellent—Earnings 
Reflect Increased Efficiency 





By FREDERICK LEWIS 





STUDY of the railroad history 

of the United States brings out 
the fact that in very many cases 

the corner stone of highly suc- 

cessful railroad properties was first laid 
by an adequate reorganization of finances. 
In other words, roads that had been 
struggling along under a top heavy capi- 
talization and with insufficient funds to 








TABLE I— WABASH CAPITALIZATION 
After Reorganization 


Before Reorganization 
Bonded debt $115,181,149 
Preferred stock 39,200,000 
Common stock 








properly develop their property, once 
freed of these fetters by a drastic re- 
organization, were able to make great 
strides forward, 

Reorganized 1915 

Wabash Railway is one of the latest of 
the reorganized rails and has shown 
marked improvement since the surgical 
operation was performed. The reorganiza- 
tion took place in the latter part of 1915 
and in the following year net earnings 
jumped 75 per cent. See accompanying 
graphic. 

For years Wabash had been handicapped 
by lack of funds and a bonded debt too 
large for its earning power. The reorgani- 
zation plan was a drastic one and the new 
Wabash is an entirely different proposition 
from the old. It is well to take a glance 
at this reorganization plan and see what 
readjustment of capitalization was made. 


Debt Reduced 


In the first place $27,720,000 cash was 
raised by a $30 a share assessment on the 
old common and preferred stock. Of this 
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$16,428,500 was used to retire a like 
amount of receiver’s certificates, $3,500,- 
000 was added to the working capital of 
the company and the balance was used to 
pay reorganization expenses, interest due, 
a ° 

The $40,600,000 first refunding and 
extension mortgage bonds were given 120% 
in new preferred B stock. Thus the debt 
of the company was reduced by $57,228,- 
500. 

Exchange of Securities 


The old preferred stock received 50% in 
new preferred A and 50% in new common, 
on payment of a $30 assessment and the 
old common stock received 50% in new 
preferred A and 45% in new common, on 
payment of a $30 assessment. It will be 
noted that at present market prices of 40 
for preferred A and 7 for the common, the 
holders of the old common and preferred 
stocks now own securities whose market 
value is about $7 per share less than the 
assessment paid. 

Table I shows the present capitalization 
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of Wabash, as compared with the capitali- 
zation before reorganization. The preferred 
A stock is entitled to. a non-cumulative 
dividend of 5%, before any dividends are 
paid on the preferred B, or common. The 
preferred B stock is entitled to 5% non- 
cumulative dividends, after 5% has been 
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paid on the preferred A and before any 
dividend is paid on the common. 
Earnings 

In the first year after reorganization— 
the year ended December 31, 1916—earn- 
ings were equal to 11.5% on the preferred 
A stock. Only 1% was paid on that issue 
out of 1916 earnings, so that $4,844,498 
was put back into the property. In 1917 








TABLE II—WABASH 
Price Range of Stocks 
Pfd. A Pfd.B 
High Low High 
1915.. 51 38% 32% 17% 10 
1916.. 60% 41% 32% 17 13% 
1917.. 58 36% 30% 155% 7 
1918.. 49% 39% 23% 9% T% 


Common 
High Low 








approximately 9% was earned on the pre- 
ferred A stock, which should be regarded 
as an excellent showing in view of the fact 
that 1917 was a very poor year for the 
railroads of the United States, owing to 
freight congestion and the great increase 
in the cost of material and labor. 

The last published balance sheet of the 
company, as of December 31, 1916, showed 
a good financial condition, cash on hand 
amounting to $3,553,864 and net working 
capital to $3,867,818. 

As an indication of the increased effi- 
ciency of the system it is to be noted that 
the average train load increased from 
429.13 revenue tons in 1915, to 517.35 
revenue tons in 1916. This is one of the 
reasons ‘that net earnings have been able 
to show such a marked advance. 


Government Control 
Under Government control the roads will 


receive the average earnings of the three 
years ended June 30, 1917, subject to cer- 
tain adjustments. Under this plan Wa- 
bash should receive earnings equal to about 
6% on the preferred A stock, as a mini- 
mum. It is quite likely that the company 
will get something in excess of this amount 
as unusually large sums were taken out of 
earnings in this period for improvements 
to road and equipment, which gives the 
company good grounds for asking more 
liberal treatment. 

Wabash preferred A has paid quarterly 
dividends of 1% (4% a year) since Janu- 
ary, 1917. At present prices the yield on 
the investment is 10%. In view of the 
good financial and physical condition of 
the property and the fact that at least 
6% on the stock will be received under 
Government control, the company should 
be able to maintain this dividend without 
trouble. The preferred A stock at present 








TABLE III—CAPITALIZATION PER MILE 

1916 1915 

$26,039 $26,776 
18,341 
19,341 
17,284 


Pfd. A stock 


Com. stock 








levels of around 40 looks like an attractive 
business man’s investment. 


Preferred B 


The preferred B stock is still a very 
long ways from dividends and in the case 
of the common stock dividends are too re- 
mote to be considered. These two issues 
are of interest purely from a speculative 
point of view. Under present market con- 
ditions prospects of an advance are not 
bright. 








AMERICAN INDIAN 


BUYS LIBERTY BONDS 


Jackson Barrett, a wealthy Oklahoma Indian, purchased $650,000 of the first 


Liberty Loan. 


His example has not been lost on others of his race. 


The In- 


dians of Oklahoma are being urged by the superintendent for the five civilized 
tribes to lend their active support to the war savings campaign. An organiza- 


tion known as the United States Five Civilized Tribes War Savings Socie 


has 


been formed to carry on the work, and Indians are reporting their purchases 
to the local field clerk so that their names can be placed on the honor roll. It 
might be mentioned in passing that the Oklahoma Indians are buying news- 
papers for the express purpose of learning the progress of the war.—Financial 


and Investment Chronicle. 

















Virginia-Carolina Chemical and 


Thirty Cent Cotton 


Demand for Fertilizers Exceeds Supply — Forecast of 1918 
Annual Report—Rating of Company’s Securities 





By ERNEST P. WILLIAMS 





HE sensational price of above 30 
cents for cotton has necessarily 
meant a good deal to the fertilizer 
company which supplies most of 

the cotton planters. The demand for fer- 
tilizers in the South this spring has been 
10 to 15 per cent. greater than the supply. 
Virginia-Carolina called in most of its 
salesmen before the end of January, and 
all of them by the middle of February, be- 
cause its productive capacity was sold out. 
The demand from the tobacco sections 




















showed almost as great a gain as from the 
cotton fields. 

This means good profits for the company 
in its current fiscal year, ending May 31, 
in spite of the high cost of labor, difficulties 
of delivery because of bad weather and 
congested transportation, and some neces- 
sary increase in the floating debt. Without 
these difficulties, profits would have broken 
the record. As it is, the per cent. earned 
for the common stock will be somewhat 
greater than last year, when 10.9 per cent. 
was shown. 


A Quarter Century of Dividends 


Virginia-Carolina has rounded out near- 
ly a quarter century of corporate existence, 


and the 8 per cent. dividend on the pre- 
ferred stock has been maintained through- 
out. It began as a consolidation of fertil- 
izer, acid and chemical manufacturers in 
1895. It now has 42 factories scattered 
through the South and even reaching as far 
north as Fort Wayne, Ind., and Carteret, 
N. J., as shown on the map herewith. It 
owns in fee over 68,000 acres of phosphate 
lands and mineral rights on more than 
6,000 acres additional, has 64 miles of rail- 
roads, owns and operates pyrites mines for 
the manufacture of sulphuric acid, etc. It 
controls the Southern Cotton Oil Company, 
manufacturing cottonseed oil, soap, etc., 
with numerous oil mills, warehouses, oil 
tank cars and so on, and owning the Wes- 
son process for deodorizing and clarifying 
cottonseed oil and thus producing a popu- 
lar lard substitute. It controls the Prinz 
Adalbert Potash Mines and Schonebeck 
Chemical Works in Germany, but the pres- 
ent value of these properties is unknown. 

In May, 1917, the company carried its 
real estate and plants in its assets at $45,- 
556,000 and its investments in allied and 
other companies at $8,302,000. It had 
$13,261,000 in manufactured products, ma- 
terials and supplies, $21,778,000 in bills 
and accounts receivable, and $4,236,000 in 
cash. These items show no startling 
changes from year to year, except as might 
be expected from the growth of the business 
and the higher prices of both products and 
materials. 

Earnings and dividends for the common 
stock are shown on the graph herewith. It 
will be noted that dividend payments dur- 
ing the last three years have been very 
small compared with earnings. In fact, a 
total of $7,657,000, equal to 27 per cent. on 
the common stock, has been carried forward 
to profit and loss surplus in that time. All 
of this money, except a few hundred thou- 
sand, appears in the form of an increase 
in net working capital—the increase since 
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the end of 1914 having been 38 per cent., 
or exactly the same as the growth in sales, 
which rose from $60,863,000 in 1914 to 
$83,774,000 in 1917. 

That the rise in working capital has not 
been greater in proportion than the in- 
creased value of sales has been due to the 
fact that the company is almost entirely 
self-contained, in the sense that it produces 
nearly all its own materials. Its imports 
of potash, important before the war, have 
become practically nil. In fact, total im- 
ports of potash into the U. S. in 1917 were 
only 940 tons. So the company’s increase 
in costs of production is pretty much con- 
fined to the question of higher wages. 

The per cent. of net profits yearly to the 
turnover of business has been as follows: 


This drop in profits per dollar of sales in 
1917 has attracted attention, but it was due 
mostly to the higher price scale for both 
Profits 


products and costs of production. 
per ton of fertilizer showed little or no de- 
crease even from the extra good results of 


1916. Prices of the product were raised 
just about enough to cover the increase in 
cost of production. That is how the com- 
pany was able to earn in 1917 such high 
returns on its common stock. 

The war demand for sulphuric acid, 
nitric acid and potash, together with the 
impossibility of importing these materials 
in any large quantities, has greatly inter- 
fered with the fertilizer industry, but as 
has just been seen it has not resulted in 
decreased profits. The materials obtain- 
able have been substituted for those unob- 
tainable. The quality of fertilizers has 
suffered, but farmers have had no choice 
but to take what they could get, and with 
the high prices for all crops and especially 
for cotton, they have been glad to get any 
kind of fertilizers. 

America is producing small amounts of 
potash, but at much higher cost than it was 
formerly imported, and practically none of 
it gets into fertilizers. There has been a 
rapid development in this country of 
processes for the direct synthesis of ammo- 
nia from nitrogen and hydrogen. 

It is probable, therefore, that we shall 
have to content ourselves during the war 


*» 


with fertilizers based largely on phos- 
phates, of which the Virginia-Carolina Co. 
has an abundant supply in its extensive 
Southern phosphate lands. 


Standing of Company’s Securities 


The company has outstanding $27,984,- 
400 of common stock, $20,012,255 of pre- 
ferred stock 8% cumulative, and $17,334,- 
505 of funded debt. In 1917 all interest 
charges on funded debt were earned 434 
times over. 

In the company’s worst year, 1913, in- 
terest was earned 2% times. The first 
mortgage 5% bonds are strictly high grade. 
Due in 1923 and selling now at 94, they 
yield 612% and are very attractive. There 
are about $5,000,000 6% debentures out- 
standing, due 1924, and convertible into 
preferred stock at a rate of $110 of bonds 
to $100 par of stock. They are selling 
around 95 and yield 7%, but are inactive. 
Since 1913 the preferred has not sold high 
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enough to show much profit on this con- 
vertible privilege. 

The preferred stock yields about 734% 
at present prices. With its long dividend 
record and backed by big earnings, it is 
one of the best stocks giving that yield. 

The common, now about 41 and pay- 
ing 3% dividends, yields 74%. Broadly 
considered it is a “peace stock,” since the 
use of fertilizers is almost certain to in- 
crease gradually in the future. The war 
has induced many farmers to use them who 
had not done so before. -But the common 
is naturally more speculative and will tem 
porarily sympathise with the swing of the 
general market. It sold at 26 last Novem- 
ber. For the “long pull,” it looks like a 
safe purchase on declines. 











Advance Rumely’s Assets 


Are They Over-Valued?—Corporation’s Earning Capacity— 
An Estimate of the Value of the Preferred and 
Common Stocks 





By FREDERIC DREW BOND 





T HE present low price of the Advance 
“T Rumely shares might be attributed 
merely to the general security de- 
pression since the winter of 1916- 
17, but their sluggishness ever since the 
reorganization at the close of 1915 seems to 
be rather an index to the fact that in this 
reorganization a method of handling old 
creditors was adopted which has in other 
instances proved troublesome in the end. 
The old M. Rumely Company and the 
Rumely Products Company were sold as 
one parcel on December 14th, 1915, at fore- 
closure to the reorganization committee for 
four millions. This committee consisted of 
Messrs. John W. Platten, Lewis L. Clarke, 
F. N. B. Close, Allen Curtis, Maurice Hely- 
Hutchinson, Mortimer N. Buckner, C. Ed- 
gar Elliott, Stephen S. Stratton, Elisha 
Walker and Henry H. Wehrhane, repre- 
senting the Hallgarten-Salomon interests 
who were the original fiscal agents, the chief 
banking creditors and the commercial credi- 
tors. It was only natural that the reorgani- 
zation should aim at repayment of the debts 
due, through the success of the new com- 
pany. 
How the Company Was Reorganized 


This same method of passing on the old 
debts to the new company might be exempli- 
fied in various other cases, as in the Max- 
well Motor reorganization. The old method 
of paying off creditors through the proceeds 
from a foreclosure sale has almost gone out 
of usage in large reorganizations. But 
while the more modern plan may produce 
good results where the debts are not too 
large, when they are of great size compared 
to actual resources, the resulting capitaliza- 
tion is likely to swamp the new company 
with water. 

In the present instance, the debts against 
the old Rumely Company were about four- 
teen millions and there were nearly three 
millions of cash requirements. It was 
planned to refund the old debts into new 


preferred and common stock, while the old 
stockholders were offered debentures at 95 
and a certain amount of new stock in return 
for the payment of an assessment. The new 
authorized capitalization consisted of three 
millions and half of six per cent. deben- 
tures, $12,500,000 6 per cent. cumulative 
preferred stock and $13,750,000 common 
stock. Both stocks were issued in full and 
all but a few of the debentures were also 
put out. The assessment on the preferred 
holders was $17 per share and on the com- 
mon’ holders $9 per share. The old pre- 
ferred holders got 50 per cent. of their old 
holdings in new common and the old com- 
mon holders got 25 per cent. of their old 
holdings in new common. As all the hold- 
ers did not pay the assessments and as their 
combined contribution was necessary (ap- 
proximately to make up the total cash re- 
quirements) the assessments were under- 
written by Messrs. C. D. Barney & Com- 
pany. After the reorganization the only 
funded debt ahead of the preferred was the 
debenture issue, and this was to be slowly 
retired through a sinking fund. 

It is necessary to recall the above facts at 
some length because, although the Rumely 
reorganization was a “safe” reorganization, 
it was a reorganization which, as already 
suggested, was akin to the Maxwell reor- 
ganization in its highly inflated capitaliza- 
tion. 

But it does not follow because the capi- 
talization of a corporation is over-extended, 
that the company may not be very prosper- 
ous commercially. Again, the Maxwell 
Company is a good example. For this com- 
pany on its real assets is a highly successful 
concern. Before deciding as to the desira- 
bility of Rumely stock as speculative semi- 
investment (for the preferred pays no divi- 
dends as yet), it is worth while to examine 
the earning capacity of the corporation. 


Earning Capacity 
The last report of the company gives an 
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account of the business during its second 
fiscal year, ended December 31st, 1917. At- 
tention is called to the large retirement of a 
line of receivables, which has been reduced 
from $6,259,841 to $3,633,403. Of the 
customers’ notes on hand December 31st, 
1917, only $2,164,625 represent receivables 
taken since the organization of the company 
on January Ist, 1916. The operations for 
the year are stated to have been carried on 
without borrowing, and $123,000 of the 
debentures were retired and an additional 
$560,548 bought. During the year reserves 


the material situation is worse than ever 
before known and the reserves of labor have 
been seriously drawn upon, the company 
feels that there is nothing to justify any 
recession from the original plans providing 
for the expansion of the company’s busi- 
ness and the consequent increase of its 
profits. ‘There have also been some plant 
sales and additions during the year. 

The above statements, while generally 
satisfactory, are not fully clear to the reader 
without further knowledge of the facts. 
We may first look at the statement of earn- 








CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1917 (INCLUDING ADVANCE RUM- 
ELY THRESHER CO., IND. AND CANADIAN RUMELY CO., LTD.) 


Assets: 

Land, bldgs., mach., and equip. $4,027,806 less 
deprec. reserve from earnings of year 

Outside realty, inc. prop. for sale 

Goodwill, patents, etc 

Secur. of com. purchased and held in treas. at cost 

Inventory 

Notes receiv. less com. certs. outstanding 

Dealers’ and others accounts 

Investments, includ. $613,393 Lib. loan bonds. . 

Cash in bank and on hand 

Mise. oper. supplies and prepaid expenses 


Total assets 

Liabilities: 

Preferred stock 

Common stock 

Debentures 

Accounts payable 

Reserves from earnings of year, excluding deprec. 
deducted from property account 

Reserve against realization of assets taken over 
from reorg. com. and other contingencies; less 
treas. sec. of total par value $242,000 remaining 
in reserve for del. in satisfaction of indeter- 
minable claims against receiver of M. Rumely 
Co., residual balance to good will account.... 


1917 1916 

$3,835,058 
114,538 | 

14,172,305 


6,554,938 
5,624,770 
280,565 
480,005 
2,370,814 
43,577 


Dec. 
$118,065 


Inc. 


726,841 


168,781 
673,500 
223,354 





$33,476,570 


$12,500,000 
13,750,000 
3,263,000 
369,845 


$12,500,000 
13,750,000 
3,386,000 
558,173 
305,920 


851,432 545,512 


1,689,777 
834,036 


$33,258,091 


2,692,999 
283,478 


$33,476,570 


550,558 











amounting to $701,625 were set aside 
against depreciation of assets acquired since 
the company started business. The largest 
of the items included in this sum is $341,- 
245 as shrinkage of value of current in- 
ventory. 

All losses and expenses that will be in- 
curred in the liquidation of the inventory, 
farmers’ notes and other assets taken over 
at January Ist, 1916, are now believed to 
be fully covered. The report also says that 
the company manufactures a line of power 
farming machinery second to none. While 


ings. This includes the selling company 
called the Advance Rumely ‘Thresher Com- 
pany and the Canadian Rumely Company, 
a small corporation controlled by stock 
ownership. 


1917 
$2,101,832 


1916 
$1,757,344 


420,977 

$2,419,226 $2,178,321 
1,703,468 1,689,941 
165,201 204,901 


550,557 283,478 


Gross profits 
Int. on rec’s, invest’s and 





Total profits 
Net selling expenses 
Debenture, etc., int 





Net profits and income. . 
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The preferred stock is not cumulative 
till after January 1, 1919. At present it 
appears that the company is hardly earning 
ordinary banking interest on the twelve and 
a half millions of this issue. Under such 
circumstances a conservative investor, with- 
out going further, might require to be 
“shown” as to the wisdom of continuing 
plans for further expansion. But let us 
look at the balance sheet, as reproduced 
herewith. 


Assets Probably Over-Valued 


In view of the small earnings, the large 
shifting of values in these items is what 
first strikes a reader. There seems to have 
been considerable liquidation of the old 
debts and this is confirmed by what was 
mentioned above as stated in the annual re- 
port. But also it is quite evident that these 
liquidations have yielded little or no profit. 
They are simply necessary preliminaries to 
getting the company fully out of the influ- 
ence of its old entanglements. 

But while on the face of it, it would seem 
unfair to the company to dwell on this nec- 


essary shifting of values, and while the re- 
duction of the old receivables is, of course, 
indispensable and seems to be quickly car- 
ried on—yet there is one feature which 


sharply challenges the investor. If we con- 
fine attention to the items of tangible value 
and neglect the purely bookkeeping items 
of good will, reserve, surplus, etc., we find 
that for assets we have a valuation of about 


nineteen millions, while for liabilities we 
have only about three millions of outstand- 
ing debentures and a few hundred thou- 
sands of payables. 

It will be recollected that the company 
sold at foreclosure at four millions, and 
while, under modern methods of reorgani- 
zation, such prices are not very determinate, 
yet they are not valueless. Taking these 
facts in connection with the small earnings, 
it is hard not to conclude that the assets are 
over-valued. Obviously such over-valua- 
tion must be chiefly in plant, receivables 
and inventory. It looks as though a part 
of the old inventory was being carried on 
from year to year. 

Value of Stocks 

The present prices of the stocks are around 
13 for the common and 29 for the pre- 
ferred. The common seems to have no 
value at present, save for voting, and com- 
pared with the present price of the pre- 
ferred, to be several points too high at the 
best. The preferred is low in price, and 
its present quotation pretty well agrees with 
the results to be drawn from the above con- 
siderations. For a long, speculative pull of 
some years it may be worth while consid- 
ering, when the general situation becomes 
less critical. But it can hardly be expected 
to have investment value based on assur- 
ance of dividends for some years to come, 
even taking future contingencies at their 
best. 








“THE FINANCIAL HOLDUP MAN” 

“The job of the Financial Holdup Man is a pleasant one,” says the Chicago Daily News. 
“His office is large and luxurious, his working hours leave ample time for golf and motoring, 
and he is his own boss. No hard, manual toil rumples the plaits of his spacious shirt front, 
no perspiration bedims his tortoise-shell-rimmed eyeglasses. For he works, not by his hands, 
but by his brain—by that part of his brain, that is, which has no regular name in the medical 
books, but which is known by the man on the street as his ‘wits.’ Furthermore, the people he 
deals with are the best—good, honest working folk, ambitious young men, school teachers, 
clergymen, doctors and college professors—and many charming women. And, most important 
of all, the remuneration he receives from his work is large. 

“But that is not all. His work, besides being pleasant, is up-to-date. Formerly he sold 
stocks in gold mines and unborn automobile companies. These stocks, however, are not so 
fashionable this year, due perhaps not so much to a change in styles as to the uncanny habit 
his particular kind of auto companies had of failing to have enough funds on hand to make 
cars after the stock was sold, and because the gold was not always of the sort that could be minted 
into regular United States money. And so the really up-to-date Financial Holdup Man now 
sells oil stocks. Everyone can’t have a gun handy when he is assailed at night by a 
masked holdup man. But everyone can have or acquire the best possible weapon against the 
men who prey on people’s savings—good, common sense.” 

















Right and Wrong Methods of Invesment 
and Speculation 
XII—Judging the Market by Its Own Action 





By RICHARD D. WYCKOFF 





E all know that Supply and Demand 

W govern all branches of trade, 

whether manufacturing, railroad- 

ing or dealing in the thousands of 

commercial lines. So let us see how it ap- 
plies to the security market. 

Suppose the last sale of Steel was 90, 
and that the actual market is “90 bid, of- 
fered at 9044”; then assume that 10,000 
shares are for sale at 90%. Anyone can 
buy these 10,000 shares at %, then bid \%, 
and the bid price will have been raised by 
just so much. But so long as the 10,000 
shares remain unabsorbed at %, the mar- 
ket will not advance above that level. It 
is merely a question of Supply and De- 
mand. 

Some of the most successful floor traders 
have no opinion on the market; they simply 
stand in a certain crowd on the floor and 
gauge this momentary Supply and Demand. 
If 5,000 shares of a certain stock are 
wanted at 1%, and only 500 offered at %, 
they will take the 500 shares at 4%, bid 34 
for more and offer their 500 at 7%. This 
being still the only 500 shares offered, some 
one else may purchase it, making a sale at 
7%—a net advance of %. Thus, we have 
a picture of what happens on the floor of 
the Stock Exchange, and is faithfully re- 
corded on the ticker tape—the best indi- 
cator of this Supply and Demand. 

The man on the floor does not know the 
actual Supply and Demand. Although 
there may be only 500 shares offered open- 
ly, the crowd around the post may contain 
several brokers with instructions not to 
offer, but to sell from 100 to 1,000 shares 
each when a certain price is bid. 

Therefore the floor trader does not know 
the actual situation at the moment, and no 
one is able to predict what the supply and 
demand will be ten seconds, ten minutes, or 
ten days ahead. No one knows what will, 
in the future, induce others to buy and sell. 
This is why no one can predict the market 
with one hundred per cent. accuracy. 

It makes no difference whether or not the 
buying and selling is manipulative. When 


we see on the tape 100 shares of Steel at 
881, 3,000 shares at 54, and 5,000 shares 
at 34, we know that the buying at the mo- 
ment is more powerful than the selling. 
And we do not care whether the buyers ac- 
tually want all this stock or whether they 
are buying 10,000 shares through one 
broker and selling 8,000 shares through 
others, to give the Street the impression 
that large buying is in progress. The point 
is that all this buying and selling, from the 
big operators’ large lots down to the one 
share of the investor or the ten shares of 
the odd-lot trader, is reflected on the tape, 
and every transaction has its part in form- 
ing the. balance of Supply and Demand, or 
support and pressure, just as every grain 
of sugar plays a part in making up the 
pound. 

The greatest supply usually comes from 
outsiders close to the bottom of the breaks 
and in panics. The supply from insiders 
usually appears on the tops of the small 
rises and at the finish of booms. The de- 
mand is just the reverse. In between the 
extremes of all the swings the same prin- 
ciple holds. 


The Professional Floor Trader 


As we get down to the minor fluctuations, 
represented by the movements of one to 
five points, the professional floor trader 
becomes an increasingly important factor. 
This element follows the line of least resist- 
ance. In an ordinary trader’s market, the 
professional usually takes the short side on 
bulges and the long side on weak spots. 
As the outsider does the opposite, the result 
is obvious. There are floor traders who get 
the business down still finer: they play for 
eighths, which, multiplied many times dur- 
ing the day, yield considerable money. 
Thus, they, too, have an important part in 
influencing Supply and Demand. 

The odd-lot orders are filled by the 
houses which are dealers in odd lots, and 
these houses are supposed to even up their 
commitments as they go along, so that one 
purchase of 50 shares, one of 30 shares and 
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two of 10 shares each, is reflected in a 100- 
share purchase by the odd-lot dealer. 

The large operator, who swings enor- 
mous lines of stock, naturally makes the 
greatest impression on the tape. His deal- 
ings are in round lots, and when he is buy- 
ing or selling heavily the volume of trans- 
actions is greatly swelled. After he has 
accumulated his line and is busy marking 
up prices, the persistent advance is the 
strongest indication of what he is trying 
to do. Having advanced his stock to the 
desired level, his selling can usually be de- 
tected by any one capable of interpreting 
the fluctuations. 

When the insider goes to a directors’ 
meeting, and learns that his company’s 
earnings have shown a large increase, fore- 
shadowing dividend prospects and leading 
him to purchase 20,000 or 30,000 shares, 
these purchases appear on the tape, and if 
they are accompanied by others for account 
of his fellow directors or membets of a 
pool, or those in their confidence, the mar- 
ket for this particular stock broadens, with 
a sympathetic movement in the rest of the 
list. 

Thus, we see that the transactions reflect 
the net proceeds of everything that has 
been poured into the “financial hopper.” 

It is impossible to say what is the most 
important principle in judging the market 
by its own action, because the value of a 
certain factor will be at times great and at 
other times small. So I will mention some 

‘of them without regard to their relative 
worth. 

The simplest indication is that of, say, 
100 shares at %, followed by 1,000 shares 
at %. This shows an upward trend for 
the time being. But since a few years ago, 
when the Stock Exchange changed its rules 
so that no “all or none” bids or offers are 
recognized, this theory does not deserve the 
sdme consideration as formerly. Under the 
old rules, I have heard a large trader give 
an order to “Bid 138% for 25,000 ‘Read- 
ing, but only bid it once.” Under present 
rules he would be obliged to take 100, or 
1,000 shares, or any part of 25,000 at 
138%. No such bids are made nowadays 
unless the bidder is actually willing to take 
up to the full amount. 

The volume of stock which changes 
hands within a certain radius; the speed of 
the advances and declines (representing 


persistency or indifference on the part of 
the predominating buyers and sellers) are 
much better indications. 

The response of the market to move- 
ments in leading stocks or its failure to 
respond is another indicator of technical 
strength or weakness. 

The character of the leadership is 
another important factor. The initial 
movements in a great advance are often re- 
corded in the gilt-edge stocks. Other high- 
priced issues usually follow in the natural 
order of things, and the improvement grad- 
ually spreads to stocks selling above, then 
below par, until it finally reaches the low- 
priced issues known as cats and dogs. Just 
as a rise in the high-priced stocks generally 
marks the beginning of a movement, an ad- 
vance in the cats and dogs generally marks 
its finish. 

Every rise has its beginning at the end 
of a-decline, and vice versa. The reason a 
stock turns upward after breaking a couple 
of points is that the selling power is ex- 
hausted and the buying power overcomes it. 
The upward movement then runs on until 
the buying power is exhausted; that is the 
number of shares offered becomes too great 
for buyers to absorb. 

One must carry in his head or on graphs, 
the relative position of the principal swings 
of the market, that is, the long swings of a 
year or two, the intermediate swings of 
thirty days or so, the small movements last- 
ing a few days, and last but most import- 
ant, the day’s fluctuations. 

If this method herein suggested were an 
exact science it might be possible for an 
operator to be right all the time, but I do 
not think there is any one in Wall Street 
who can make such a claim. The fact 
is that every one from the largest to the 
smallest trader is obliged to take losses at 
times, because either his initial judgment 
was wrong or conditions changed after he 
made the commitment. 

A trader must endeavor to have his 
profits exceed his losses, and it must be re- 
membered that if his trading is active he 
has a high percentage against him in the 
commission, tax and the difference between 
bid and asked price, all of which amount, 
as I figure it, to over three-eighths and in 
the case of short sales under the new war 
tax ruling, to nearly half a point on each 
100-share transaction. 
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Often the best results are obtained when 
the operator occupies a position of complete 
seclusion. In order to do this he must 
have a small office containing a tickér and 
a_ telephone to the order desk. No news 
ticker, news slip, or any other form of gos- 
sip or information must be admitted if he 
is to retain an unbiased attitude toward 
the market. As it has been pretty well 
demonstrated that the news and the infor- 
mation cannot be reconciled to the move- 
ments of the market, it is better for any 
one operating on the action of the market 
not to give these factors a chance to creep 
in and warp his judgment. 

Those who cannot devote the time dur- 
ing the day or who live away from the 
cities supplied with ticker service can study 
the action of the market by means of the 
detailed transactions printed in the Wall St. 
Journal or the official lists issued by stock 
exchange houses. P 

A piece of so-called information, es- 
pecially the “guaranteed” kind, transmitted 
in a whisper and with numerous names, 
dates, places and confirmations, is the most 
pernicious influence that one has to en- 
counter. My advice to any one undertaking 
this work is that he get away from -what is 
“going on” in Wall Street and concentrate 
on what the market itself indicates. 

In order to be a good judge of the mar- 
ket and a successful operator a man must 
develop a certain trading character. He 
must perfect himself in clear thinking, 
quickness and accuracy of judgment. He 
must have the courage of his convictions— 
plenty of initiative and patience. Long 
practice will also develop a certain intui- 
tion. 

During my experience in Wall Street, 
covering thirty years, I have studied the 


proposition from every available point of 
view. As editor and publisher of THE 
MAGAZINE OF WALL STREET, I have been 
obliged to secure and analyze all obtain- 
able ideas bearing upon the science of 
speculation and investment. This has ne- 
cessitated a scrutiny of the methods em- 
ployed by both sucessful and unsuccessful 
traders and investors, as well as those of 
the manipulator, the large operator, and 
the floor trader. 

I have found that the losers are princi- 
pally those who deal on what they hear, as 
well as those who work on the facts or 
what they think are the facts. The most 
successful class of speculators appears to 
be composed of those who work on Supply 
and Demand. 

Many of these people started in a very 
small way, and at one time knew less about 
the market than some of us do now. 

If your object is to make money from 
the fluctuations in stocks and from the im- 
portant changes in market value of invest- 
ment securities, study the market itself, 
not the newspapers, statistics or earnings, 
but the manipulation, the habits of stocks, 
the periodical swings and the minor 
moves. 

Forget all those old theories that your 
grandfathers brought down to Wall Street. 
They do not work in the market of today. 

The market is made by the minds of 
men. 

What the minds of men have made, your 
mind can solve. The problem requires 
study, practice, experiment, persistence and 
unlimited patience. 


Mr. Wyckoff’s Next Subject 
Will Be 
FORESIGHT THE PRIME ESSENTIAL 








Execution of Odd Lot Orders 





HREE or four years ago we pub- 
lished an article with a heading 
similar to the above, in explana- 
tion of how the odd lot orders are 
executed on the New York Stock 

Exchange. This article was read through- 
out the country with a great deal of inter- 
est, and we feel that it will be of value to 
the great number of persons who are invest- 


ing and trading in odd lots, to again pub- 
lish many of the salient facts which ap- 
peared in the first article, with some 
changes which the odd lot dealers have 
since made in the basis of trading. 

The facts as submitted are obtained from 
one of the odd lot dealers who is in a posi- 
tion to state just what the public may expect 
as to the way odd lot orders are executed. 
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By way of explanation, it will be in- 
teresting to show just how an odd lot order 
is handled. The trader or investor hands 
his unlimited order to buy 10 shares of Steel 
to his New York broker. This order is 
‘transmitted from the office of the broker 
over his private telephone to the floor of 
the Stock Exchange, there received by his 
employee and sent by a page from the tele- 
phone booth to the Steel crowd and handed 
to one of the firms who are recognized odd 
lot dealers. 

The representative of the odd lot firm re- 
ceiving this order in question to buy 10 
shares of Steel immediately ascertains the 
market for 100 share lots, and then returns 
his report to the telephone reading “John 
Doe & Co. sold to you 10 shares of Steel 
at 108%.” 

This would mean that at the time the 
order was received the market in Steel was 
108 bid, offered at 108%, or 100 shares 
had just sold at 108. 

Unlimited Orders 


On unlimited orders given before the 
opening of the market, the odd lot is bought 
or sold at % from the official opening price. 
In an instance of a stock selling at different 
prices—say Steel, opening sales 106 to 
106'4—a fair price is given the odd lot cus- 
tomer by selling to the client at, say, 10634, 
or buying from the client at 106%. When 
the market in a certain stock is large in 
volume at the opening, the actual opening 
is frequently given by the odd lot dealer. 

On unlimited orders given in what are 
known as “inactive” stocks, or those in 
which bid and offered prices are far apart, 
constituting a “wide market,” the custom of 
the odd lot dealer is to execute market 
orders at % from the next sale of 100 
shares. If, however, the trader or investor 
does not wish to wait for a sale, word to 
this effect accompanying the market order 
will enable the client to purchase or sell 
his stock promptly at the bid or offered price 
for 100 share lots. 

If an order is placed in the market at a 
limit—as an illustration, to buy 50 shares 
Union Pacific preferred at 83'4—this order 
may have been given by a client when the 
market price was above the limit, say 


around 84; on the decline, if U. P. pre- 
ferred sells below 83%, the client is entitled 
to and he will obtain his stock at his limit, 


83%. 


Some customers are of the opinion that 
if, on such a decline, Union Pacific pre- 
ferred. should sell at 8314, with the next 
sale at 83, the customer should obtain his 
50 shares in question at % from this next 
sale, which would be 83% rather than at 
his limit, 83%. 

This is an unreasonable demand on the 
part of the public, and the odd lot dealer is 
justified in refusing to report this purchase 
other than at the customer’s limit—83™%. 
Otherwise the odd lot client would do better 
in the execution of the fractional lot than 
he would have done had his order been for 
100 shares; for the reason that, had he 
placed an order to buy 100 shares of Union 
Pacific preferred at 8314, his broker would 
have undoubtedly made his bid in the mar- 
ket for 100 shares, and the stock would 
have been sold to him at such limit. The 
odd lot investor is not entitled to any better 
service on his fractional lot order than the 
100-share order would obtain. Such de- 
mands as these show plainly that many 
traders do not understand the system of odd- 
lot executions, and, therefore, often make 
what proves to be an unreasonable demand. 


How Delays Occur 


A cause of constant complaint on the part 
of clients placing orders in the New York 
market in fractional lots, is found in the 
fact that many traders who have heretofore 
traded in bucket shops do not take into ac- 
count the fact that it takes a certain space 
of time for an order to be transmitted from 
the office of a broker through the medium 
of the telephone and the page on the “floor” 
to the stock in which the order is given. 
Therefore, when the trader sees St. Paul 
quoted at 50, and he gives his order to buy 
10 shares of St. Paul at the market, he 
very often expects his stock to be executed 
at the price last quoted on the tape, or at 
least % from that sale. 

If, when the order reaches the St. Paul 
crowd, the stock is 497% bid, offered at 50, 
he would secure his 10 shares at 50. On the 
other hand, while that order is en route to 
the St. Paul crowd, the offered stock at 
50 may have been sold and the stock could 
easily have advanced % or %, and, when 
he receives his execution, say at 5814, he un- 
justly criticizes the odd-lot dealer as taking 
undue advantage and “putting the stock in 
at an exorbitant price.” 





























Such an impression is due to two reasons: 
First, that the market has changed more 
quickly than he expected; and, second, the 
page who has been given other orders from 
other telephones to be delivered in other 
parts of the Exchange, so that some mo- 
ments may have elapsed before this order 
was received in the St. Paul crowd. All of 
this is not the fault of the brokerage house 
having sent the order, nor is it the fault of 
the odd-lot dealer, who has promptly exe- 
cuted the order at the market at time the 
order was received. 

A further cause, which often gives a client 
the opportunity to criticize an odd-lot ex- 
ecution, particularly in the inactive stocks, 
is that the sale of 100 shares which has 
occurred previous to the receipt of an order 
in a fractional lot, is delayed in being placed 
upon the tape. As an illustration, a client 
gives an order to buy an odd lot of Can 
preferred, with the instruction to “wait for 
sale.” While this order may be en route 
to the Exchange, 100 shares of the Can 
preferred sells at 91, and by reason of an 
unintentional delay on the part of the tele- 
graph operator recording the sales on the 
tape, three or four minutes elapse before 
this sale appears on the tape. The client 
having placed his order with the instruc- 
tions to “wait for sale” sees, two or three 
minutes after he has placed tle order, 100 
shares of Can Preferred quoted at 91, and 
he immediately reaches the conclusion that 
he is to get his odd lot at 914%. The odd- 
lot dealer, however, receiving this order, 
has the absolute knowledge before him that 
the sale at 91 occurred before the fractional 
lot order was received. He therefore waits 
for this sale following the 91 quotation. 
If this happens to be, say, 9034, the client 
receives the execution of the purchase of 
the 10 shares of Can Preferred at 907. 
On the other hand, if the next sale is 91%, 
he receives his purchase at 9134. 

A further reason for clients being critical 
of odd lot service is the fact that on the 
days when the market is very active, the vol- 
ume is so great as to make quick quotation 
service impossible. On such days the quota- 
tion tape is from four to ten minutes behind 
the actual market. 

The Odd Lot Dealers 


It can be readily understood how con- 
stantly the odd-lot dealer is unjustly criti- 
cized through no fault of his. When criti- 





EXECUTION OF ODD LOT ORDERS 





125 


cisms occur, a representative of the odd-lot 
firm is always ready to make satisfactory 
explanation as to the market at the time 
the order was received, or to make an allow- 
ance if he is at fault in any undue delay 
on an order received by him. 

The details and organization incidental 
to the handling of odd lots on the floor of 
the Exchange are far greater than most 
people have any conception of. Two of 
the leading odd-lot firms—that is, those who 
are exclusive dealers in odd lots—have from 
18 to 20 representatives on the Exchange, 
all of them members of the New York Stock 
Exchange, who are placed in different loca- 
tions on the floor and execute on behalf of 
their firms all the orders in fractional lots 
which come to them within reasonable dis- 
tance of their location. 

This business necessitates, in addition to 
the floor organization, an equally systematic 
organization in the offices. The advantages 
of the New York Stock Exchange Clearing 
House do not benefit those firms which make 
a specialty of dealing in fractional lots. 
This necessitates a large force of clerks in 
the offices of the odd-lot firm. It is, there- 
fore, very necessary that, even though they 
make every effort to adopt a broad and gen- 
erous policy in serving the interests of the 
public by giving absolutely fair execution 
in fractional lots, they must be mindful of 
even fractional differences which unreason- 
able clients frequently demand. As some 
of these houses are doing thousands of 
shares a day in fractional lots, it can be ap- 
preciated that, with their large office ex- 
penses and with the interest to be charged 
on their investment in Stock Exchange mem- 
berships, they must protect their own inter- 
ests in not submitting to unreasonable de- 
mands on the part of unjust claimants. 

The increase in recent years in the odd- 
lot business is largely due to the fact that 
the facilities now afforded the public for 
either investment or speculative opportuni- 
ties in fractional lots have been brought to 
a very high level. Many Steck Exchange 
firms who have heretofore discouraged or- 
ders being given them in fractional lots have 
of late arranged to permit this class of 
business being handled expeditiously and to 
the satisfaction of the public. The “odd- 
lot investor” is an important factor, and he 
should place his business where his inter- 
ests will be safeguarded and conserved. 
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ATCHISON—Subsidiary Company to 
Build $2,000,000 Terminals at Tulsa, Okla.— 
The Co.. through its subsidiary, the Tulsa 
& Santa Fe Railway, is planning improve- 
ments to its facilities at Tulsa, Okla., which 
will cost, approximately, $2,000,000. The 
work will include a new passenger station, 
a new freight house and other terminal ac- 
commodations. Two blocks of land have 
been bought in the city where the station 
will be erected. Preliminary work has be- 
gun and track laying to the new site is to 
start immediately. The Co. has for some 
years been using the same terminals as the 
Frisco System and the Midland Valley Rail- 
road, but rapidly increasing business and 
the general growth of Tulsa has compelled 
it to establish its own terminals. 


CHIC., MIL. & ST. P.—Build 5,000 Cars 
—With sanction of the Railroad Administra- 
tion the Co. is building 5,000 freight cars at 
its own shops. About 50,000 tons of steel 
will be required. Otherwise, railroads in 
the U. S. are placing few contracts but in- 
dustrial roads have made inquiries for tank 
cars. Action of the government on pur- 
chases of both locomotives and cars, in ac- 
cordance with previous program, is awaited 
with considerable interest. Efforts made by 
the St. Paul to interest bankers in a pro- 
posed $10,000,000 issue of equipment trust 
certificates have not, it appears, met with 
much encouragement. 


CHIC. & NORTHWESTERN—Direct- 
ors Elected—At the annual meeting of the 
stockholders the six directors whose terms 
of office have expired were re-elected for a 
term of three years, in addition to Edmund 
D. Hulbert being made a director in place 
of Zenas Crane, and Henry C. McEldowney 
in place of James Stillman, deceased, for a 
term of two years. Resolutions were 
adopted authorizing the directors to com- 
plete the Milwaukee Connecting Ry. Co., a 
line of 12 miles on the western and southern 
section of the City of Milwaukee, to cost 
approximately $1,500,000 for benefiting 
switching facilities of the road in and about 
Milwaukee. 

CHIC. ROCK ISLAND & PAC.—Earns 


76 Per Cent on Common—This road, which 
emerged from receivership so remarkably as 


to draw commendation from the federal court, 
earned 7.6 per cent on its $75,000,000 common 
stock in 1917, against 8.3 per cent based on 
the same capitalization in 1916. This is after 
all charges and full dividends on both pre- 
ferred issues. The income account follows: 
19 ty 
9,592 
Maintenance, way and “ 
structures 765,816 
Maint. of equip 
Transportation 33,884,630 
Total oper. expenses... 66,046,104 
Net from operations... 23,562,617 
Tax accruals 
Other income 
Total income 
Deductions 
Balance (available for 
dividends) 
Dividends 1,779,773 
Balance surplus 5,747,371 
*Decrease 
The heavy increase in the operating ex- 
penses is accounted for by an approximate 
increase in cost of material other than fuel of 
$2,825,000, increase in cost of fuel $1,449,000, 
and increase in rates of pay of employees $4,- 
206,000. The prices of material and supplies 
are still on the upward trend. Railway taxes 
continue to show substantial increases, the 
increase for the current year being 15.4 per 
cent. The two items of increase in operating 
expenses and taxes had the effect of reducing 
the railway operating income $2,813,702. 
The Industrial Department continues to 
exercise its activity in locating manufactur- 
ing and commercial establishments along the 
lines. Conservative estimates indicate that 
these industries will create an additional 
movement of 30,824 carloads of revenue 
freight over the lines and in addition will 
materially increase the movement of less than 
carload freight. Company is continuing its 
policy of improving terminal facilities, and 
during the year expended $1,100,933 for the 
completion of terminals and other facilities. 


DENVER & RIO GRANDE—Govern- 
ment Assistance—Application has been 
made to the Railroad Administration by in- 
terests representing the D. & R. G. for an 
advance of $2,500,000 with which to pay in- 
terest on bonds and make improvements and 
betterments. It is understood that the 


*551,044 
1,779,773 
1,779,773 
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needs of the road will be taken up promptly. 
While it seems improbable that the whole 
amount will be forthcoming in the immedi- 
ate future, it is believed that sufficient 
money will be advanced to clear up arrears 
in bond interest. 


ERIE. R. R.—Asks Right to Pay Divi- 
dend—That the Erie is in a position to de- 
clare dividends on the first preferred stock 
was indicated at the annual meeting of 
stockholders. A_ resolution was adopted 
requesting the directors to apply to Director- 
General McAdoo for permission to pay divi- 
dends. Frederick D. Underwood, president, 
volunteered the further information that 
stock of the Erie néver had as great in- 
trinsic value as it has today. “On every 
hand,” he said, “there is prospect for more 
earnings. After. watching the Erie Railroad 
for fifteen years and comparing what it had 
in the way of business and plant then and 
what it has in business and plant today, I 
am convinced that the stock has greater in- 
trinsic merit than ever before.” 


ILLINOIS CENTRAL—Sells Equipment 
Certificates—The Co. has sold approximate- 
ly $1,000,000 of 5 per cent. equipment trust 
certificates Series E, making $5,500,000 of 
that issue outstanding. The certificates are 
understood to have been placed on a basis 


slightly above 6 per cent., compared with 
about 4% per cent., the ruling yield about a 


year ago. The certificates are secured by 
twenty switching locomotives, 500 auto 
furniture cars, steel under frame; 500 re- 
frigerator cars, steel under frame; 1,000 
gondola cars, steel under frame; ten chair 
cars, fifty passenger coaches, eight com- 
posite coaches, five baggage and mail cars, 
eight passenger and baggage cars, ten postal 
storage cars and twenty-five baggage cars. 


LOUISVILLE & NASHVILLE—Earned 
$22.75 Share 1917—According to the report 
presented to the stockholders, earned $22.75 
a share on the $72,000,000 capital stock in 
1917, compared with $23.72 in 1916. Total 
operating revenue was $76,907,387, an in- 
crease of nearly $12,000,000 over the pre- 
ceding year. Net after taxes, fell off $1,664,- 
435, being $18,775,430, against $20,439,865 in 
1916. In year 1917, surplus after expenses, 
taxes and all charges, was $16,381,499, com- 
pared with $17,062,284 surplus for 1916. 


N. Y. CEN.—Vote to Pay Dividends— 
The Co, declared the regular quarterly divi- 
dend of 14% payable May 1, to stock of 
record April 13. Last month, action on the 
stock was deferred partly on account of the ex- 
ceptionally bad net earnings during the 
first quarter of the year and partly on ac- 
count of the absence of actual assurance of 
compensation for the use of the property by 
the Government. While neither the form of 
agreement for all carriers nor any actual 


contract with any carrier has been signed, 
it is understood that the Co.’s directors 
reached an outline of the general terms of 
the agreement to be signed which enabled 
them to declare the regular dividend. It is 
estimated the Co. will receive on the three 
year average basis approximately 11% upon 
its stock, or between 9 and 10% after the de- 
duction of war taxes. This compares with 
annual dividend payments of 5% and with 
earnings of 10% in 1917. 


NORTHERN PACIFIC—New Director 
—Stockholders approved the appointment 
by the directors of Howard Elliott, and of 
George T. Slade, as directors. Other re- 
tiring directors were re-elected. In order 
to have the stockholders vote upon the con- 
tract between the Government and the rail- 
road for its operation under Director-Gener- 
al McAdoo the meeting was adjourned for 
three weeks. Negotiations are now pro- 
ceeding in Washington between Railroad 
Administration representatives and those of 
the Co., and it is expected that the con- 
tract in its finished stage will be ready 
for presentation to the stockholders on 
April 30. 


RIO GRANDE WESTERN—Interest 
Held Up—The semi-annual interest on $16,- 
200,000 first consolidated 4% bonds of the 
Co., due on April 1, is not being paid and 
bond holders will have to wait for their 
money until further progress has been made 
at Washington in working out details of the 
Federal management of the country’s rail- 
roads. Ample funds have been earned by 
the Co. to meet the interest, but the income 
derived from operations since Jan. may 
not be used because it is to be turned into 
the “pool” of railway earnings. The income 
accumulated prior to the date when the 
Government took control] is not available 
because it has been attached by court order. 
The coupons are entirely good, but not con- 
vertible into cash. When the railroads be- 
came Government property for the war 
period a committee headed by John Skelton 
Williams, Controller of the Currency, be- 
gan to calculate what each road was en- 
titled to in the way of income under the rail- 
road statute. Pending the allocation of 
funds to the roads in proportion to their 
average earnings in the three years ended 
with 1916 it was decided to impound the 
income of all the roads into a general fund, 
which would be solely at the disposal of the 
Government. 


UNION PACIFIC—Directors Re-Elected 
—aAt its annual meeting, the retiring direc- 
tors were re-elected, with the exception of 
R. S. Lovett, who was succeeded by Henry 
W. Clark, counsel of the company, and 
Marvin Hughitt, who was succeeded by his 
son, Marvin Hughitt, Jr. The officers of the 
Co. were re-elected. 
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ADVANCE-RUMELY—Improved Earn- 
ings—Surplus for 1917 was $550,557 after 
charges compared with $283,479 surplus for 
1916. Gross profits were $2,101,832 and net 
from. operations were $715,758, against 
$1,757,344 gross and $67,403 net for 1916. 
During the year the company reduced 
customers’ notes from $6,259,841 to $3,- 
633,403. Besides depreciation the company 
* spent $103,003 for current repairs to plant 
and over $600,000 was invested in United 
States and Canadian war loans. Debentures 
to the amount of $123,000 were retired and 
$560,548 more were purchased and are car- 
ried in the treasury. 


AMERICAN CAR—Strike in Airplane 
Plant—A strike at the plant of the company 
in South Wood street, which is manufactur- 
ing aeroplane parts on a government war 
contract, was declared when between 700 
and 800 men quit work. They demand the 
eight-hour day with three shifts and a min- 
imum “living wage.” They have been work- 
ing a ten-hour day with two shifts. The 
plant has been operating on an open-shop 
basis. 

AMERICAN ICE—Administrator’s Rul- 
ing Satisfactory—Storage Supply 1,100,000 
Tons—The order of Ice Administrator Ben- 
jamin B. Odell, closing most of the artificial 
ice plants in Greater New York from April 
15 to June 1, is satisfactory to the Co. Two 
of the N. Y. City plants will be permitted to 
operate. The company has in storage l,- 
100,000 tons of natural ice, which it will be 
in a position to sell at a satisfactory price, 
approved by the Administrator. For the 
fiscal year ended Oct. 31, last, the company 
earned $6.58 a share for the preferred stock, 
as compared with $5.03 on the same amount 
of stock in 1916. Dividends are being paid 
on the preferred at the rate of 5% annually. 


AMERICAN MALTING—Liquidation 
Not Likely—There will be no liquidation of 
the company in the near future. At the 
meeting of the directors, no action was 
taken towards appointing a liquidating com- 
mittee. The regular quarterly dividends of 
1%% on the first and second preferred 
stocks were declared. There has been much 
talk of liquidation of the company in Wall 
street for months, this talk being based on 
the rapid strides prohibition has taken. It 
is assumed that it will be put out of business. 


AMERICAN SHIPBUILDING—C on- 
tracts Let for New Plant—Has Large Gov- 
ernment Order—The Alexandria, Va., Co. 
recently incorporated with a capital of $10,000,- 
000, has awarded contract for its proposed new 
steel shipbuilding plant on a site of about 30 
acres, at Jones Point, on the Potomac River, 
near Alexandria. The initial plant will in- 
clude six shipways, a steel fabricating plant, 
200x400 ft., and machine shop, 75x200 ft. It 
is said to have a contract from the Govern- 
ment for 12 vessels to cost $20,000,000. Colon 
H. Livingstone, Washington, is president. 


AMERICAN SMELTING—Resumes Op- 
erating in Mexico—Chihuahua smelting 
plant, which had been closed for some time 
because of the disturbed conditions in 
Mexico, has been blown in and is now op- 
erating. Negotiations are on between repre- 
sentatives of the Co. and officials of the State 
for resuming operations in Aguascalientas. 
The State needs funds and it is planned to 
resume operations with a payment of $1,500 
per month to the State. However, provision 
will be made in the agreement for taking off 
entirely the tax which the State attempted 
to place on the plant and which has called 
for a payment of between $9,000 and $10,000 
per month. When the agreement is signed 
the suit now pending as to the validity of 
the tax before the Mexican Supreme Court 
will be discontinued. 


AMERICAN SUMATRA—Common Now 
on 8% Basis—The Co. declared a regular 
quarterly dividend of 2% on the common 
stock, placing the issue on an 8% per annum 
basis. This issue has been on a 7% per an- 
num basis for some time. The dividend is 
payable May 1 to holders of record April 2. 
A resolution was passed authorizing a sub- 
scription by the company to $250,000 of the 
Third Liberty Bonds. The Co. will pay off 
during the next three months the last of its 
$1,200,000 notes. It has no floating debt 
and it is felt that with working capital on 
hand July 31 next, it will not again be 
obliged to create any floating debt. 


AMERICAN TOBACCO — Government 
Takes “Bull Durham” Output—The U. S. 
Government has taken over the entire out- 
put of “Bull Durham” cigarette tobacco, 
manufactured by the Co. From now on the 
entire output of the Durham, N. C., fac- 
tories will be at the disposal of the Govern- 
ment. So far as needed the output of the 
factories will be devoted to supplying the 
army canteens. The Co. will receive the same 
price for its goods from the Government as 
it did from domestic jobbers. 


ATLANTIC, GULF & W. I.—Has $23,- 
000,000 of Cash, Liberty Bonds, Etc.—The 
Co. has on hand in cash, Liberty Loans and 
certificates of indebtedness a total of about 
$23,000,000. Not all of this cash is really 
a free asset. About $4,500,000 is especially 
reserved with trustees to represent the pro- 
ceeds of sale of ships. Some of the boats 
sold have been taken by the Government, 
some have been sunk and paid for by under- 
writers, while others have been sold outright 
and the funds are reserved to build new 
steamers. In addition to the $6,500,000 re- 
served for property replacement at some 
later time the Co. will have to pay on June 
15 next an income and excess profits tax 
that may be approximated at $5,500,000. 
This leaves the Co. with perhaps $11,000,000 
to $12,000,000 of really free cash, equal to 
about $80 per share for the $14,968,000 com- 
mon stock. The Co.’s cash has piled up be- 
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cause of big earnings and a cessation of 
property expansion. Its profits under the 
present system ‘of operation are bound to be 
less than they were last year. 


BARRETT CO.—Sales Reach $34,297,371, 
with Net Earnings of $3,673,244 in 1917— 
The Co., which is prominent in the asphalt 
and chemical industry, sold $34,297,371 worth 
of goods last year, an increase of $6,497,185 
over the total for 1916. Expenses absorbed 
$27,173,090, $7,160,988 more than the year 
before, including depreciation and, presuma- 
bly, Federal war taxes as well. The net be- 
fore charges and dividends was $3,673,244, a 
decline of $1,492,042. The balance of $3,303,- 
036, available for common stock dividends, 
was equal to $20.61 a share, compared with 
$29.43 earned in 1916. 


BETHLEHEM—Record Breaking Gross 
Business—The Co. reported orders on hand 
on Dec. 31, 1917, of $453,808,759, as compared 
with $193, 374, 248 on Dec. 31, 1916, a gain of 
approximately 135%. Orders on the books 
today are said to be close to $600,000,000. In 
view of this tremendous expansion it is evi- 
dent that gross sales in 1918 will far exceed 
the gross of nearly $300,000,000 in 1917. This 
would seem to indicate that Bethlehem 
Steel’s earnings this year will be large, not- 
withstanding lower Government prices and 
increased cost of production. 


CENTRAL FOUNDRY—Earnings for 
1917—Were $2,180,971, an increase of $1,304,- 
494. The net profit was $1,228,441, an in- 
crease of $552,731. The balance. of net 
profit available for the $8,200,000 combined 
ordinary preferred and common stocks was 
equal to $14.49 a share. 


CONTINENTAL CAN—Production In- 
creases—The Co. for the first two months 
of 1918 ran 25% in excess of the correspond- 
ing period last year. In 1917 about 265,000,- 
000 more cans were turned out than in 1916. 
Net earnings have been on an expanding 
scale for several years, the 1917 showing of 
$4,531,369, bettering the preceding year by 
80%, while the 1916 net of $2,510,665 was an 
increase of 72% over 1915. The balance of 

29.36 was available for the common stock 
from the 1917 earnings. 


DISTILLERS’ SECURITIES—Profits— 
The March quarter will show profits for the 
stock equal to the $8 dividend for the full 
year. Distillers’ Securities at present is 
making a considerable amount of non-bev- 
erage alcohol used in the arts and for me- 
dicinal purposes. The need of a limited pro- 
duction of such alcohol is frankly recog- 
nized by the Government. : 


HASKELL & BARKER—Earned $49.27 
a Share—The Co. increased its gross earn- 
ings in the year ended Jan. 31, 1918, by more 
than 130%, and its net profit for the year 
was equal to $9.27 a share on 220,000 shares 
of stock of no par value, compared with 


$3.15 a share in the preceding fiscal year. 
Gross earnings amounted to $2,634,192, com- 


pared with $1,135,367. Net profits after an 
appropriation of $300,000 for extraordinary 
renewals were $2,040,859, compared with 
$694,618. 


INTERNATIONAL MERCANTILE 
MARINE—Declares Extra Preferred Divi- 
dends—The Co. declared an extra dividend 
of $5 a share on the 72% accumulation on the 
preferred stock, payable May 3 to stock of 
record April 20. President Franklin stated 
that this payment should not be considered 
in the nature of a regular semi-annual extra 
disbursement on behalf of the accumulation 
on the preferred stock. 


INTERNATIONAL NICKEL—Rumor 
of Discontinuance of Quarterly Dividend 
Denied—The view expressed in some quar- 
ters that the Co. was not in a position to 
continue payment of $1 quarterly on the 
common stock and that it would be either 
discontinued or reduced when the board 
meets May 6, was declared recently by one 
of the most influential directors to be en- 
tirely without foundation. Although the 
figures for the last quarter are not yet avail- 
able, he said that the company would make 
a favorable showing. The dividend was re- 
duced from $1.50 to $1 in November, 1917, 
and since then has maintained this rate. 


LACKAWANNA STEEL—Net Profits 
for First Quarter 1918 Equal to 34.15%— 
Net profit was $2,996,747, equal to 34.15% 
on the stock, compared with $3,457,000, equal 
to 39.40% on the stock in the corresponding 
period of 1917. 


UNITED CIGAR STORES—Sales—In 
March increased approximately $700,000 
over the corresponding month a year ago. 
Sales for January and February increased 
$800,000 over the first two months of 1917. 
If maintained at the same rate throughout 
the twelve months, such a gain would bring 
the year’s total sales figures up to $49,000,- 
000, an increase of about $6,000,000 over 
1917. In 1917 United’s business was slightly 
under $43,000,000. The total for 1916 was 
$36,000,000 and for 1915 $31,000,000. 


U. S. STEEL—Earnings for Quarter May 
Reach $42,000,000—Wall Street figures the 
earnings of the Co. for the first quarter of 
the current year at $80,000,000 to $85,000,000. 
After deducting expenses and war income 
and excess profits and interest on bonds of 
subsidiary companies, earnings are estimated 
to have been between $40,000,000 and $42,- 
000,000. The depreciation charges and sinking 
fund interest on bonds outstanding and the 
regular dividends on common and preferred 
stock, amount to approximately $30,000,000, 
which would leave a balance of $10,000,000 
to $12,000,000. But depreciation charges 
may be smaller in the first quarter of 1918. 
The unfilled orders in March are estimated 
to have been reduced 200,000 to 300,000 tons. 
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American Light & Traction’s Dividend 


Prospects 


Can the Company Continue Its Present Cash and Stock Dis- 
bursementsP—Mounting Costs—Investment Position 
of Securities 





By J. H. WESTCOTT, Jr. 





MONG those few public utilities 
which have not been compelled to 
raise much-needed working capi- 
tal by additional stock issues, 
mortgages, short term notes or other de- 
vices during the last few years, American 
Light stands out as the one born under a 
lucky star. And yet it has not monopolized 
all of its good fortune, as a part of it has 
been passed along to its consumers in the 
form of fair and equitable rates for gas and 
electricity. The holders of its securities 
occupy an enviable position. 

While some holding companies are now 
looked upon with disfavor because of an 
apparent offensive alliance between their 
hopeful managers and the printing press, 
against the bank accounts of the unwary, 
American Light cannot be so accused. There 
is no disguise of its actual financial posi- 
tion or earning power in its statements. Its 
financial operations have been entirely free 
from the practice of pyramiding mortgage 
upon mortgage, stock upon stock, or short 
term notes upon the whole. Neither unduly 
optimistic reports nor devious methods of 
accounting have been found necessary for 
its well being. 

Organized on May 13, 1901, in New Jer- 
sey as a holding company, it acquired the 
gas and electric lighting and traction inter- 
ests of Emerson McMillan & Co. and their 
associates. It has no funded debt, and its 
outstanding 6 per cent. cumulative preferred 
stock is $14,236,200, authorized $25,000,- 
000. It has outstanding $20,588,900 com- 
mon stock of an authorized issue of $40,- 
000,000. The par value of its shares is 
$100 each. 


It owns approximately $17,580,000 par 
value of the stock of manufactured gas 
companies which serve a population of 
1,670,000; $1,000,000 par value of the 
stock of natural gas companies which serve 
a population of 75,000; $5,900,000 par 
value of the stock of manufactured gas and 
electric companies which serve a population 
of 345,000 together with $5,363,000 par 
value of the stock of gas, electric light and 
traction companies which serve a popula- 
tion of 150,000. Calculating the popula- 
tion basis on one product, the number 
served would be about 2,785,000. The to- 
tal par value of the stock which it owns is 
over $29,000,000. ‘The bonds issued by its 
subsidiaries amount to $36,735,500. 

The company’s subsidiaries operate in 
Michigan, Minnesota, Wisconsin, New Jer- 
sey, Texas, Missouri and New York, the 
principal cities being Detroit, Milwaukee, 
St. Paul, Grand Rapids, San Antonio and 
St. Joseph. Its officers were wise in this 
selection and the success of the company is 
not dependent upon prosperous conditions 
in any one city or locality. 

The striking point about its subsidiaries 
is that they are conservatively capitalized, 
both from the investment and earnings 
standpoint. Compared with many other 
companies, the capitalization is very low. 

In May, 1917, the company purchased 
the White Star Coal Co. of Kentucky, pri- 
marily for- the purpose of supplying its 
Michigan subsidiaries with a high grade 
coal for gas making purposes. The mine is 
now being developed, but the plans of the 
company have been somewhat handicapped 
by the scarcity of coal cars. 


(130) 



































The subsidiaries of American Light were 
among the first companies to set aside lib- 
eral sums for plant and equipment deprecia- 
tion. In addition to such sums, they have 
paid out of gross earnings and charged to 
expense $782,870 in 1912, $828,814 in 
1913, $816,851 in 1914, $915,200 in 1915, 
$900,146 in 1916, and approximately 
$900,000 in 1917 for renewals, replace- 
ments and repairs. 


Value of Shares 


The valuation at which the stock of its 
subsidiaries is carried on its balance sheet 
is the same as their original purchase price. 
This valuation was $27,423,495 on Decem- 
ber 31, 1911, and $34,384,751 on Decem- 
ber 31, 1917. The increase was represent- 
ed by the reinvestment of a portion of its 
earnings in the plants of its subsidiaries, 
for which additional capital stock was is- 
sued to the parent company. These earn- 
ings were used in the development and ex- 
pansion of the plants and equipment. On 
December 31, 1917, its temporary invest- 
ment was $5,838,855 as against $2,116,720 
on December 31, 1913, and was largely in 
the bonds of its subsidiaries. 

The net assets on December 31, 1917, 
applicable to its common stock were $33,- 
678,379, or at the rate of $163.58 a share. 
But this does not allow for large sums 
which had been reinvested in the plants 
without any additional capital stock issue. 
Based upon a valuation of ten times its 
earning power, each share of its common 
stock on December 31, 1917; would be 
worth $200. But it must be remembered 
that 1917 was a year notable for the high 
cost of labor and material and increased 
taxes, and that the company had not fully 
realized upon its developments and invest- 
ments. Upon the same basis the value of 
its shares in the preceding year would be 
$256.60 each. 

Earnings 

Of the gross revenues of its subsidi- 
aries, 74.8 per cent. is derived from manu- 
factured gas, 2.4 per cent. from natural gas, 
6.9 per cent. from electric traction, 14.9 per 
cent. from steam generated electric current 
and .8 per cent. from hydro-electric gener- 
ated current. Its net earnings for 1917 
were $5,023,381 compared with $5,648,026 
in 1916, $5,021,763 in 1915, $4,275,087 in 
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1914 and $4,343,126 in 1913. In only two 
years out of the seventeen of its existence 
has its net income failed to show a substan- 
tial increase over the previous year. Al- 
though the gross earnings of its subsidiaries 
for 1917 increased $2,307,138 over 1916, 
the normal net increase which would be ex- 
pected to follow has been offset by greatly 
increased operating expenses and taxes. The 
cost of coal, oil, labor and taxes amounted 
to $2,010,000 more than in 1916. The 
federal taxes in 1917 amounted to $618,- 
000, a substantial bit for the war. But it 
must be noted that following the decrease 
of $68,039 in 1914 from those of 1913, 
the company came back in 1915 with an in- 
crease of $746,676.over 1914 and $678,637 
over those of 1913. It is fully expected, 
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upon the return to normal, that substantial 
increases will again predominate. 

The company earned 20.75 per cent. on 
its common stock in 1917, 25.66 per cent. 
in 1916, 24.62 per cent. in 1915, 22.32 per 
cent. in 1914 and 25.08 per cent. in 1913. 
Its average earnings for the last five years- 
have been 23.74 per cent. 

A favorable factor has resulted from the 
increase of 15c. a 1,000 cubic feet in the 
gas rate in Grand Rapids, begun in Feb- 
ruary of this year. It is probable that other 
substantial increases will be allowed in 
other cities, should the present high operat- 
ing costs continue. 

The stock of the company is not listed 
on any exchange. The highest price for 


which it sold in 1917 was $387 a share and 
the low was $185. During the present year 











132 














THE MAGAZINE OF WALL STREET 





the high was $230 and the low $190. The 
stock has never needed or received market 
support. The decline in its market price 
was not due to any weakness in the com- 
pany’s position, but was simply a readjust- 
ment to bring it into line with other high- 
class investment securities. 


Dividend Policy 


In 1911 the company inaugurated its 
present dividend policy of 10 per cent. cash 
and 10 per cent. in stock on the junior issue 
each year. Since ifs inception the company 
has added $5,384,242 to its former ac- 
cumulated surplus of $6,862,636 after de- 
ducting from its net earnings the cash divi- 
dends and the stock dividends at par. At 
no time has the company been required to 
dip into its accumulated surplus in order 
to meet any of its dividends. However, 
since the year 1912, the percentage of its 
earnings on its common stock has decreased 
somewhat, due to the increase in the amount 
of the outstanding stock. For the years 
1910, 1911 and 1912, the average yearly 
earnings were 27.16 per cent. Since 1912, 
the average yearly earnings have been 23.68 
per cent., a decrease of 3.48 per cent. But 
these years include the low earnings of 
20.75 per cent. in 1917. Its average earn- 
ings for the years 1913, 1914, 1915 and 
1916 were 24.42 per cent. 

This decrease of 2.74 per cent. as com- 
pared with the earnings of 1910, 1911 and 
1912 indicates that a small average de- 
crease might reasonably be expected over a 
further period of years, and that the time 
may come when the company would not be 
warranted in continuing the present amount 
of its stock dividends. But this unfavor- 
able factor seems to have been for the most 
part discounted in the present price of its 


shares. In view of the wisdom of its stock 
dividend policy in the past, the strong 
financial and earning position of the com- 
pany and its steadily increasing business, 
there is no reason to believe that stock divi- 
dends cannot be continued for some time 
to come. But the amount now-paid may be 
decreased somewhat. 

The company’s surplus on December 31, 
1917, was $12,246,872. It also carried a 
special contingent reserve of $842,606 to 
take care of any extraordinary expense 
which might accrue. At one time the com- 
pany owned the Jacques Cartier Electric 
Company of Quebec. It sold this plant at 
a profit of about $1,000,000. Instead of 
distributing this sum to its stockholders or 
adding it to surplus, it placed it in this spe- 
cial account. It is maintained at about 
$850,000. This is equal to about $4.25 a 
share on its common stock. 


Outlook 

If present high operating costs continue, 
some readjustment in the selling price of 
this company’s products will be essential. 
In that case the present dividend of 10 per 
cent. in common stock could be maintained 
for some time longer. The 10 per cent. 
cash dividend on the common is strongly 
protected under any conditions likely to 
arise. Both the common and preferred are 
sound investment issues. The former pos- 
sesses considerable speculative possibility in 
normal times. Upon the lowering of the 
present high general scale of interest rates, 
or an increase in the rates charged for gas 
and electricity, it ought to recover a large 
part of its market depreciation. It is not 
a stock for speculation, but on any recession 
should offer an attractive investment oppor- 
tunity. 








WHAT’S IN A 


SUBWAY CAR 


A New York subway car has in its make-up more than 5,000 pieces of ma- 
terial of thirty-eight kinds, among which are: Steel, iron, copper, brass, bronze, 
mica, tungsten, leather, rubber, asbestos, enamel, glass, nickel, lead, aluminum, 


rattan, emery, porcelain, resin, beeswax, fibre, linen, wool. 


Each subway car 


weighs 75,300 pounds, yet there isn’t enough wood in all the subway cars in New 


York to make a fair-sized bonfire. 
































Status of Conn. Railway & Lighting 


Importance of the Rate Question—Funds Required for Im- 





provements—Position of Securities 


By MORTON STURGES 


ae 





OING back over the early history 
G of the Connecticut Railway & 
Lighting Company, we find that 
this concern, which serves num- 
erous towns in the environs of Norwalk 
and Bridgeport, was chartered in 1895 as 
the Gas Supply” Company. The present 
title was adopted January 10, 1901. 
The United Gas Improvement Company 
of Philadelphia purchased these properties 
and formed the Consolidated Railway Com- 
pany, which leased on December 19, 1906, 
for a period of 999 years, all of the gas, 
traction and other property of the Con- 
necticut Railway & Lighting Company. 





Properties 

The Connecticut Railway & Lighting 
Company owns and operates a system of 
about 175 miles of electric railway. In 
1907 and 1908, the common and preferred 
stock being guaranteed under the N. Y., 
N. H. & H. seal, was offered by a number 
of reliable firms, circularized and fairly 
well distributed. The common stock at 
that time returned about 5% per cent. and 
it was expected that it would advance to a 
parity with other N. Y., N. H. & H. guar- 
anteed issues which had some time previ- 
ously sold on a 4 per cent. basis and under. 

Two prominent banking houses brought 








COMPARATIVE INCOME ACCOUNT, YEARS ENDED JUNE 30 

















Gross Income: 1913 1914 1915 1916 
te... cikecennnsen’ $1,373,398 $1,375,937 $1,399,458 $1,402,645 
GE GID ov cc cecvesedcnssecs 7,361 2,630 18,592 4,784 

ESS OEE RT $1,374,759 $1,373,307 $1,380,866 $1,397,861 
FeteONS GED cc ccccccscesesscsccccs 610,545 610,545 610,545 610,545 
Shaking Gand ....cccccccccvccdecscscese 62,755 62,755 62,755 62,755 

OO RO oe rare $701,459 $700,007 707,566 $724,561 

Dividends Paid: 

EE cv cccukeepepiessckee 325,716 325,716 325,716 325,716 
SE cc cdpetepinkdeadatke 356,916 359,088 359,088 359,088 
OD) icateh nad dthenneteainh ein $16,105 $15,203 $22,762 $39,757 

Earned on preferred...........+..++++ 8.6% 8.6% 8.6% 8.9% 


NOTE—The income is derived frém the rental received from the New York, New Haven, & 
Hartford R. R., under the 999-year lease, whereby the rental received gradually increased from 
$975,000 in 1907, until it has now reached (in 1917) $1,400,000 per annum, where it will remain. 
The lease provides that the interest and sinking fund, amounting to $673,300 per annum, shall 





first be paid from this rental. 








The cash rentals were as follows: For the 
year beginning August 1, 1906, $975,000; 
1907, $1,045,000; 1908, $1,045,000; 1909, 
$1,175,000; 1910, $1,250,000; 1911, $1,- 
350,000; 1912, $1,375,000; 1913, $1,375,- 
000; 1914 and annually thereafter, $1,- 
400,000. When the lease of this property 
was assumed by the N. Y., N. H. & H. 
Railroad Company, Mr. Charles S. Mel- 
len, president of that company, stated that 
he expected the Connecticut Railway & 
Lighting Company itself to earn the divi- 
dends guaranteed under the lease. 
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out in. 1901 and 1904, the First and 
Refunding Mortgage 4% per cent. bonds 
due January 1, 1951. These bonds 
were part of an authorized issue of $15,- 
000,000. The United Gas Improvement 
Company of Philadelphia, then owning a 
majority of the capital stock of the Con- 
necticut Railway & Lighting Company, 
guaranteed the payment of interest to ma- 
turity on the bonds offered by entering into 
an agreement and supplemental mortgage 
dated. June 23, 1904. A sinking fund was 
established at the same time and it was in 
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consideration of the privilege to retire 
bonds at 105 and interest that the U. G. I. 
guaranteed these bonds. Mr. Thomas 
Dolan, president of the United Gas Im- 
provement Company, stated at that time 
that all the franchises of the company are 
perpetual. Later the Consolidated Rail- 
way Company was extinguished and was 
completely merged into the N. Y., N. H. & 
H. Railroad Company and the Street Rail- 
way property of the company was leased 
to an operating company called the Con- 
necticut Company, controlled by the rail- 
road, and the gas and electric properties 
were leased to the United Electric Light & 


need for increased revenue to enable the 
company to finance demands for improve- 
ments of all kinds. 

The Connecticut Public Utilities Com- 
mission recently decided against the peti- 
tion of the City of Hartford to restrain the 
company from raising the fare to six cents. 
The company had been acting since Octo- 
ber on the suggestion of Judge J. Curtis, 
who urged that the books of tickets con- 
tain a refund clause by which the cover 
would be redeemable for fifteen cents in 
the event of the final adjudication that the 
six-cent fare was unreasonable. 

As compared with other methods of pro- 








COMPARATIVE CONDENSED BALANCE SHEET, AS OF JUNE 30 














Assets: 1911 1912 1913 1914 1915 1916 
Construct’n and equip. $30,678,800 $30,378,800 $30,078,800 =e $29,816,593 $29,816,593 
Lessee’s liability...... 752,962 752,962 752,962 175 1,105,002 1,138,002 
Sinking fund account. = 086 573,880 660,546 Br 429 858,749 963,932 
Dividend fund........ 1,093 31,085 31,670 31,453 13,047 6,265 
Rental accounts. . 135417 150,448 166,410 184,194 225,522 270,030 
Cur. assets and cash.. 4,423 1,759 4,919 3,782 2,009 2,210 
Amounts receivable... 23,939 jenee 508,185 789 886 1,755 
Other accounts....... coll 78 78 78 33,078 78 
eee $32,155,720 $31,897,012 $32,203,570 $31,581,492 $32,054,880 $32,198,865 
Liabilities: 
Capital stock......... $17,120,100 $17,120,100 $17,120,100 $17,120,924 $17,120,100 $17,120,100 
Bonded debt ........ 13,406,000 13,466,078 13,466,078 13,466,078 13,466,078 13,466,078 
Sink. fund (contra.).. 491,086 573,880 660. 757,429 858,749 963,933 
Div. fund (contra).... $2,241 39,085 31,670 31,453 13,047 6,265 
Accrued dividends... . 114,134 114,134 114,134 114,134 114,134 114,134 
Amounts payable..... baecien heme 508,186 ietcons 349,419 349,419 
Preferred stock, adj... 822,800 522,800 222,800 pikiadin’ otitienii aia ees 
Accounts payable..... 60,508 508 2 2 1,120 946 
BED sunvsccuiecss« 58,851 60,427 80,054 91,472 132,233 177,990 
BEE vicdedeecenr’ 532,155,720 $31,897,012 $32,203,570 $31,581,492 $32,054,880 $32,198,865 
Water Company, controlled by the United cedure, the simplicity and rapidity of the 


Gas Improvement Company. 
The Rate Question 

When the Connecticut Company decided 
that it would abolish the sale of twenty- 
five tickets for one dollar, it had only 
started on the rate question. 
1, 1917, the rate of fare was raised from 
the straight five cent fare to six cents and 
to relieve the passengers of the necessity 
of carrying the coins caused by the change, 
seventeen tickets in a book were sold for 
one dollar. It stated at that time, that 


the fare increase was caused by the alarm- 
ing increase in the cost of performing 
transportation service as well as by the 


On October © 


action of the Public Utilities Commission 
of Connecticut has been a pleasure to ob- 
serve. In Connecticut a street railway may 
raise fares when directors decide that con- 
ditions compel the change. Then the bur- 
den of proof that the new fare if unjust is 
thrown upon the riding public. 
Remarks of Connecticut Board 

This decision in favor of an increase in 
trolley fares is the first example of what 
may reasonably be expected in the field 
of utilities. In general, the conclusion of 
the Connecticut Board is given as fol- 
lows: “Existing abnormal conditions, re- 
sulting from the present international war, 
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are necessarily involved and must be taken 
into consideration as affecting the cost and 
selling price of the company’s product. The 
natural result of war conditions is to add 
burdens, but these burdens should, as far 
as possible, be equitably distributed. The 
added burdens thus resulting to a trans- 
portation company should be borne, in part 
at least, by the stockholders as a patriotic 
duty, as well as by the patrons of such 
company. 

“That which in normal times would be a 
fair return in the way of dividends for 
capital invested might in war times cause 
an unequal distribution of the burdens in 
favor of the stockholders. On the other 
hand, rates of fare which in normal times 
would be reasonable might in war times 
be unreasonably low, thereby causing an 
inequitable distribution of the burdens in 
favor of the patrons. Therefore, any rate 
established under war-time conditions and 
influenced by such conditions should be 
the subject of review as soon as such con- 
ditions cease to exist. 

“Intelligent management, wise economy 
and sufficient revenue are necessary for the 
maintenance of such efficiency. The old 
rates did not afford sufficient revenues. 
The added revenues resulting from the 
present rates, with the economies that have 
beén and may still further be introduced, 
should render material assistance and be 
reflected in a higher degree of efficiency.” 

The raise in rates will amount to a con- 
siderable increase in spite of the fact that 
when justifying before the commission, the 
engineers of the company made out a very 
strong case in which they stated that it 
cost the company for maintenance in the 
powerhouses $1,200,000 in 1917 as against 
$600,000 for 1914. These figures apply 
to the whole Connecticut Company. Mr. 
Edward P. Chapman, treasurer of the Con- 
necticut company, stated that the cash bal- 
ance in banks during 1917 was only 
$10,000 and that an immediate increase in 
revenues was required to take care of out- 
standing notes to the amount of $1,165,956. 


Mr. John K. Punderford, general manager 
of the company, in testifying at the hear- 
ing, stated that the Connecticut Company 
has for two years been considering ways 
and means for increasing its revenue, which 
was corroborated by the testimony of Mr. 
P. W. Whipple, engineer of construction, 
who stated that improvement needs would 
consume more than $6,000,000 in the next 
eight years. 

One cent is a large part of a nickel and 
the increase of one cent in the fares of the 
trolley company forms a large factor in the 
figuring of. gross returns. The general 
public does not realize with what care the 
nickel fare has been split and to what ex- 
tent. Therefore the increase in revenue 
may be considered as indicating a very 
good position for the securities of the 
Connecticut Railway & Lighting Company. 
The company has consistently maintained 
a gross income of about $1,500,000 ever 
since around 1902. This fare increase 
should continue to pile up about the pre- 
war surplus and indicate to our Utilities 
Commissions from one end of the country 
to the other, the wisdom of giving proper 
weight to the just demands and require- 
ments of the public utilities companies. 

A Fortunate Position 

The outstanding feature in the situation 
of this company is its fortunate position, 
as the beneficiary of the first favorable 
decision on the rate question which has 
been reported thus far. Here was a com- 
pany that was going along on an even keel, 
providing fairly satisfactory service when 
suddenly wages, materials, and all of the 
factors entering into the utility field brought 
it to a point where previous surplus was 
suddenly turned to a deficit. There seems 
to be no doubt in the mind of experts that 
this situation is now thoroughly cleared up 
and that in spite of the promise of the 
company that after the war the fare will be 
reduced to a nickel if conditions justify it, 
the positions of the securities of this 
company are firmly established and should 
show no further important declines. 








If you are buying or selling a very inactive security remember that the 
public quotation may have been made some time in the past and that the 


actual market may be different from those ne. 


For that reason your broker 


should do as much shopping as possible before closing the trade for you. 




















Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





BAY STATE STREET RYS.—Fare 
Schedule—Receiver Donham has filed with 
the P. S. Com. a new schedule of fares of 6 
cents within a new city zone, covering an area 
of about three miles. Those riding beyond the 
city zones will pay 7% cents, tickets six for 
45 cents. Those who ride still further will 
pay from 2 to 3 cents a mle, depending upon 
the density of traffic. For 1918 additional 
revenue of $2,202,767 is required to give a 
fair return, while for the year next ensuing 
increased fare schedules filed Oct. 9, 1917, 
should yield $575,000, and the zone system 
for the coming year $1,300,000, a total in- 
crease of $2,021,000. 

COMMONWEALTH POWER.—Op- 
erating Costs Increase—The gross earn- 
ings of the Co. and its constituent Cos. 
during the first two months of 1918 amount- 
ed to $3,319,671, a 5.44% increase over the 
corresponding period in 1917. Operating 
expenses were 33.64% higher, the total being 
$2,241,788. Net earnings of $1,077,882 were 
26.72% lower than last year. The net profits 
were $100,456, or 123.32% less, as compared 
with the first two months of 1917. The bal- 
ance available totaled $279,986, a decrease 
of 211.38%. For the 12 months ending 
Feb. 28 gross operating expenses increased 
32.91% and gross earnings increased 14.73%. 
Net earnings decreased 3.83%. 

INDIANA POWER & WATER—Stock 
Issue Authorized—The State Public Service 
Com. authorized the Co. to issue $210,000 
capital stock at par and $725,000 in 6% bonds 
at 85, for extensions of the central electric 
power plant at Edwardsport. The Co. has 
contracts to supply power to a number of 
coal mines. For 1918 it is proposed to build 
distributing systems in seven towns. The 
company has interests in Davies, Knox, 
Pike, Greene and Sullivan counties. It will 
be necessary to spend $884,924 soon, most 
of it for transmission lines and power plant. 

LOUISVILLE G. & E.—Payment of 6s, 
Due July 1, 1918, in Doubt—No announce- 
has yet come as to what disposition will be 
made of the first and refunding 5-year 6s, 
which mature July 1 next; $9,563,000 of these 
bonds, which will have to be taken care of 
on maturity. Private bankers have signified 
their willingness to provide funds to retire 
the bonds next July, but the Co. is deferring 
action until the details of workings of the 
new War Finance Corp. are known. If it is 
to provide funds they will be at a much 
lower rate of interest than the bankers 
would charge. The $1,500,000 6% notes, 
which matured April 1 last, were provided 
for through the sale of 24-year notes ma- 
turing Sept. 1, 1920. 

MASS. GAS—Income for Six Months— 
Ended Dec. 31, 1917, was $1,702,634, from 


which was paid interest and general ex- 
penses of $344,366; preferred dividends, 
$500,000, and $893 reserved for depreciation 
of securities, leaving a surplus of $857,376, 
equal to 3.43% on the common stock, on 
which dividends of 344% were paid. Undi- 
vided earnings of constituent Cos. aggre- 
gate $194,260. The Dec. 31, 1917, balance 
sheet shows current assets of $1,520,570; cur- 
rent liabilities, $194,934, and a profit and 
loss surplus of $2,728,106. 


N. E. TEL. & TEL.—Growth in New 
Stations and Earnings—During the first 
quarter of 1918 was at the rate of about 
8%. It is normally the busiest portion of 
the year and the final six months will show 
a sharp decline. The Co. expended $7,800,- 
000 in 1917 on property expansion, but its 
expenditures this year will be but a fraction 
of this total. In 1917 the Co. earned 7.22% 
on the $56,907,225, average stock outstanding 
during the year. This year, with over $7,- 
000,000 additional stock outstanding, share 
profits will not be any less than last year 
and may easily run somewhat higher. 


PUB. SERVICE OF N. J.—Net Income 
for 1917—Was $2,377,400, a De of $564,- 
468, as compared with 1916. As dividends 
of $2,399,968 were paid, the surplus would 
have been drawn upon had it not been for 
credit adjustments adding $99,677, and other 
credits, not ordinarily carried as income, 
amounting to $17,485. The gross operating 
revenues of the subsidiary Co. were $47,291, 
342, against $42,548,775 in 1916. 


THIRD AVE.—Appraiser Fixes Value 
of System—At the hearing for author- 
ity to-charge 2 cents for transfers before 
the Public Service Com. figures show- 
ing the value of the entire Third Avenue 
system were submitted. The appraisal figures 
were based on the average unit prices pre- 
vailing for the last five, the last eight and 
the last ten years of materials for the repro- 
duction of the system. After including de- 
velopment charges and current assets and 
deducting depreciation, etc., the valuation 
was $56,364,852 for the five-year average, 
$53,465,703 for eight years and $52,520,885 
for ten years. 


UNITED RYS. & ELEC. OF BALT— 
Gross Earnings in 1917—Amounted to $10,- 
560,836. In 1916, $9,914,050, and in 1915, $9,- 
028,143. The balance after charges was only 
$875,586, compared with $1,108,123 in 1916 
and $1,894,282 in 1915. This showed $2.13 a 
share on $20,461,200 common in 1917. In 
1916, $2.70 a share. The Co. has no floating 
debt and cash on hand from current rev- 
enues was $671,190. Of the proceeds of the 
sale of $3,000,000 6%, five-year notes there 
was on hand at the close of 1917 $2,241,406. 
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MINING AND OIL 








Inspiration’s Difficulties and Achieve- 
ments in 1917 


Ore Valuation and War Taxes—Costs: and Profits—Invest- 
ment Value of Stock 





By BENJAMIN GRAHAM 





HE history of Inspiration has re- 
peated itself, after an interval of 
exactly two years. On July 1, 
1915, mining had not yet started; 

on July 1, 1917, operations had completely 

ceased. By April, 1916, the output had 
reached the calculated nominal rate of 

10,000,000 Ibs. per month. This month 

the company has announced that opera- 

tions are again at normal. The demoral- 
izing influence of the Arizona strike last 
summer can best be perceived by the fact 
that when operations recommenced it took 
almost as long to attain the standard pro- 
duction as when first the mine was opened. 

To pursue the parallel, it is strange that 

April, 1918, finds Inspiration at the same 

price level as two years before. The co- 

incidence is so striking that a table of pro- 
duction and prices seems apposite. (See 

Table I.) 

From November on, the price range in 
both periods has been very similar. The 
stockholder will devoutly pray that the 
analogy be continued through the rest of 
the year. He recalls that in August, 1916, 
the public suddenly realized that Inspira- 
tion had become a real mine, and the price 
shot up to 69 5/9 in the next month; out- 
stripping Chino—its constant rival—by 
ten points. In November the high record 
of 7434 was made. A year later it was 
back to 38. Since then the mine and the 
stock have been recovering together—the 
former more rapidly. 

On March 25, 1916—just eight months 
after mining began—an initial dividend of 
$1.25 was declared. The next quarter saw 
the rate raised to $2, at which it has since 
remained. There had been much fear of a 
reduction to $6 last month because of the 
strike, rising costs and heavy taxes, so that 
the maintenance of the regular dividend 
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for the current quarter came rather as a 
pleasant surprise. 


Features of Annual Report 

The justification of the continued $2 
payments is found in the annual report for 
1917, recently made public. Despite the 
large decline in production—equalling 
one-third the 1916 output—the income ac- 
count shows earnings after war taxes and 
depreciation of $9.37 per share. Although 
$8.25 per share had been disbursed in 








Table I—INSPIRATION COPPER—PRODUC.- 
TION AND PRICES 


Production Average Price 
1915-16 1917-18 1915-16 1917-18 
Ibs. Ibs 
July .....1,095,909 Mineidle 30% 57% 
August.. 2,189,425 Mineidle 34% 54% 
Sept. ...2,746,066 2,250,000 38% 51 
Oct. ....4,017,604 -400,000 44% 46%4 
Nov. ...4,855,526 2,250,000 44% 41% 
Dec. ....5,541,140 5,600,000 45 42% 
Jan. ....5,354,815 5,000,000 45% 45% 
Feb. ....7,931,022 6,200,000 45% 46%4 
March ..9,594,762 8,750,000 46% 45 
April.. 10,122,686 *10,000,000 45% 47 
*Estimated. 








dividends, the net current assets had actu- 
ally increased by $1,688,729 to $14,482,- 
945—or $12.25 per share. 

Certain features of the report are worthy 
of special comment. Inspiration is the 
first of the larger copper companies to 
publish the amount of Federal taxes levied 
against 1917 income. The figure is sur- 
prisingly low. Income and Excess Profits 
taxes together equalled but $1,185,249. If 
these taxes were computed upon the earn- 
ings as reported, a little algebra would 
show that the 6 per cent. Income Tax must 
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represent more than half of this total, thus 
reducing the Excess Profits Tax to less 
than $500,000. 

A paragraph in the report, however, con- 
tains an interesting sidelight on the method 
employed by the mining companies to deal 
with the difficult question of depletion in 
relation to war taxes. Inspiration has 
made a valuation of the developed ore as 
of March 31, 1913, and has then deducted 
from earnings for ore extinguishment an 
amount equal to the proportion of this value 
represented by the tonnage extracted dur- 
ing the year. This charge to earnings for 
depletion appears only in the company’s 
tax return, and not in its published income 
account. 

‘Ore Valuation and War Taxes 

I understand from an official of the 
company that the basis of valuing the ore 
reserves is substantially as follows: First, 
the copper content of all the ore is esti- 
mated, from which allowance is made for 
losses in tailings in order to obtain the 
amount of recoverable copper. The March, 
1913, selling price, say, 15c. is applied to 
this copper content to arrive at the gross 
value of the metal. From this sum is de- 
ducted first the estimated costs of pro- 
duction and then the entire value of the 
equipment. There is left the met value of 
the copper ore. But these proceeds are to 
be obtained over a series of years, and are 
therefore less valuable than a correspond- 
ing lump sum paid over on March 31, 1913. 
It was finally necessary, therefore, to com- 
pute the then present worth of each year’s 
production according to approved actuarial 
methods, and the result was the valuation 
of the ore-bodies prescribed by the U. S. 
Treasury. The company is naturally 
averse to giving out figures on this delicate 
point, but the writer is convinced that the 
additional valuation referred to in the re- 
port must equal several times the fixed 
asset account in the balance sheet, and 
that therefore the depletion charged to 
earnings for taxation purposes no doubt will 
run into a few million dollars annually. 
This element is of great general importance 
in its bearing upon the war taxes of the 
coppers as a class. Apparently the burdens 
imposed by the War Revenue Act will not 
be nearly as heavy as their relatively small 
capitalization led investors to fear. 


Another feature of interest in the report 
is the very moderate increase in the cost of 
production. Considering the sharp ad- 
vances in wages and material prices, and 
especially the difficulties’ incident to the 
strike, one would have expected a disas- 
trous jump in operating expenses. Under 
these conditions, holding down the costs 
to 10.44c. per pound—an increase of but 
1.77c.—must be regarded as quite an 
achievement. But these figures do not tell 
the whole story. The management purpose- 
ly treated a lower grade of ore than the 
previous year, thus adding to the cost per 
pound. The operating cost per ton—the 
true measure of efficiency—increased only 
6c., from $1.95 to $2.01. In other words, 
the costs per unit increased by 3%—a 
really remarkable performance. 

Probable Costs and Profits 

The output of copper in the first six 
months exceeded the rate of 130,000,000 
pounds per annum, but the shutdown in 
the summer reduced the year’s total to 
80,567,000 pounds. We are thus ked to 
inquire what should be the company’s 
earning power at present prices and costs, 
but with normal production. The latter 
figure let us set at 120,000,000 pounds. 
This was the 1916 output, and indications 
point to a similar production for the cur- 
rent period, which so far has closely paral- 
leled the performance of two years ago. 
It represents only 80% of the plants’ ca- 
pacity and makes allowance therefore for 
a temporary curtailment of operations. 

The 1917 costs (excluding Federal taxes 
and depreciation) averaged 10.47c. per 
pound, permitting a net profit of say 13c. 
on 23'¥%c. copper. There is reason to be- 
lieve that should expenses rise appreciably 
in 1918, they would bring a compensating 
increase in the selling price of the metal, 
since a number of high cost producers find 
it difficult to operate successfully on the 
present margin. Thirteen cents should 
therefore represent a reasonable profit for 
Inspiration under war conditions. On 120,- 
000,000 pounds, the earnings would total 
$15,600,000. From this sum are to be 
deducted Federal Taxes which we estimate 
—very roughly, of course—at around $2,- 
000,000. There remains $13,600,000, or 
$11.50 per share as the net profit applic- 
able to dividends and depreciation. The 
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depreciation charge in both 1916 and 1917 
was fixed at $750,000, or about $.64 per 
share, but for reasons touched upon later 
this sum has not been deducted from the 
earnings applicable to dividends. 

Profits of $11.80 per share for the stock 
under present conditions would justify the 
continuance of the $8 dividend rate, espe- 
cially in view of the company’s strong cur- 
rent asset position. The estimate of war 
taxes is of course predicated on the assump- 
tion that the reserve in the 1917 report has 
been correctly figured. 

The copper companies in general have 
great advantages over most manufacturing 
enterprises. They do not tie up much 
money in inventories, they sell on a cash 
basis—and, most important of all, their 
yearly additions to plant are usually small. 
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There is no immediate need for the leach- 
ing plant and because of the prohibitive 
price of machinery the company has wisely 
postponed this addition until after the war. 
The cost will eventually be met out of earn- 
ings; but by that time the company will 
undoubtedly have accumulated a cash re- 
serve for the purpose (if it has not already 
done so) so that this expenditure should not 
encroach on dividends. 


Investment Value of Stock 


Is Inspiration cheap at the present price? 
The question can be answered mathematical- 
ly by computing the minimum value of the 
stock both on 23'%4c. and 14%c. copper— 
the latter representing what many would 
call the lowest limit. But first the life of 
the mine must be estimated. 








TABLE II—INSPIRATION IN WAR AND PEACE 


RE re Te 
Cel A I nnd cnkwnneesdeenancvcesvenses 
(Exel. taxes and depreciation) 
Net earnings 
Feneral taxes (estimated)...................++:- 
I te Mg cckvevncesecvcsencssess 
asc cckuceenenaceasass eee 
- Value of mining property............ 
Net current assets 12/31/17.........ccccccceses 


Te I Fa dnenwitikantetencarsscs 


“War Conditions” “Peace Conditions” 


23%c. per Ib 14%c. per Ib. 
10%e. “* “ est. 8c. oe 
$13.20 per share $6.60 per share 
1.70 “ me (1916) 34 “ ” 
11.50 io . 6.26 oe . 
16 years 16 years 
$91.42 per share $49.77 per share 
1225 “ sia 12335 * ” 








$103.67 per share $62.02 per share 








Hence practically all the earnings are avail- 
able for -dividends. Inspiration is faced 
with an important piece of construction that 
some day must be undertaken, but it is un- 
likely to affect the dividend policy to any 
extent. I refer to the need of a leaching 
plant for handling the oxidized material 
which constitutes about 23 per cent. of the 
developed reserves. These important ore 
bodies cannot be treated by the concentrat- 
ing methods used for the sulphide material, 
and will require a special reduction process. 
The company has experimented successfully 
on this class of ore, and refers to the favor- 
ible results of the large scale operations ef- 
fected by New Cornelia. The latter mine 
recovered about 80 per cent. of the copper 
content. I believe that Anaconda announced 
in extraction of around 83 per cent. of its 
oxidized tailings. (Inspiration has been 
saving about 90 per cent. of its copper in 
sulphide form.) 


In the 1915 report Inspiration summar- 
ized its ore reserves as follows: 


Per cent. 

Tons. Copper 

Sulphide ore...... 46,252,000 2.01 
Low sulphide ore. . 28,698,000 1.26 
Oxidized ore...... 17,460,000 1.31 
Mixed ore........ 4,731,000 1.31 
. ga 97,141,000 1.63 


No attempt has been made to develop ad- 
ditional ore since then, but mining opera- 
tions have disposed of 9,268,000 tons of 
slightly less than average grade, leaving re- 
serves of 87,874,000 tons at the beginning 
of 1918. Taking the 1916 production as 
an index—5,316,000 tons—the minimum 
life of the mine would be about 16 years. 

Having determined the normal production 
and the minimum life, we can set down the 
mathematical valuation of Inspiration stock 
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under both war and peace conditions as in 
Table II. 

These appraisals are based upon the 
standard tables of Mr. H. C. Hoover, once 
a mining engineer, but now Food Adminis- 
trator. The earnings will net 8 per cent. 
upon this valuation, and a sufficient annual 
surplus besides (if compounded at 4 per 
cent.) to replace the original investment at 
the end of 16 years. 

The reason for not deducting deprecia- 
tion in computing the per share earnings 
should now be evident. The equipment is 
expected to outlast the mine, and hence the 
investor is himself depreciating it when 
laying aside (theoretically) his sinking 
fund. Should the mine actually last fifty 
years, the equipment might have to be re- 
newed, but then the whole basis of valua- 
tion would have to be radically revised up- 
ward. 

This point draws attention to the fact 
that our valuations are based upon present 
‘ore reserves, which are practically certain 
to be increased later. Only a fraction of 
the mineral lands have been explored, and 
when development work is resumed there is 
no reason why Inspiration should not dupli- 
cate the recent success of the other large 


Nevada has increased its recoverable ore in 
three years from 39,000,000 to 68,000,000 
tons. 

If it is true, as many experts claim, that 
14'%4c. copper is a long way off our “peace 
valuation” of $62 would represent the 
height—or rather the depths—of conserva- 
tism. But earnings even on a 14%4c. mar- 
ket would justify a $5 dividend rate—by no 
means a niggardly return on the present 
market price. 

The porphyry coppers in general have 
not earned the dazzling percentage upon 
their market price shown by some of the 
steel issues. But they have no bonds or 
preferred stocks; all the property and earn- 
ings belong to the common stockholders, and 
no panic or depression can ever send them 
on the rocks. The investor in the coppers 
at these levels is sure to get his money back 
before the mine gives out—with an excel- 
lent return in the meantime—and each in- 
crease in metal prices, ore reserves, or pro- 
ductive capacity makes his holdings more 
valuable. One of the newest and best ex- 
amples of this type of investment is In- 
spiration Copper, which in an industry long 
distinguished by able management, has 
established an enviable record for produc- 








porphyries. It will be remembered that _ tive efficiency. 
MARKET STATISTICS 

A Breadth 
Dow Jones Avgs. 50 Stocks (No. 

‘40 Bonds 20Inds. 20 Rails High Low _ Total Sales issues) 
Monday, April 8.... 75.01 77.69 79.53 68.29 67.76 242,400 156 
Tuesday, “ 9.... 75.77 77.40 7921 6786 67.42 170,900 172 
Wednesday, “ 10.... 75.83 76.85 78.90 67.54 67.07 190,200 157 
Thursday, * Rises ee 75.58 78.00 67.04 66.22 343,500 195 
Friday, # 12.... 75.91 16.25 1845 6684 66.23 211,400 153 
Saturday, - Biss ee 76.01 78.26 66.71 66.42 115,100 127 
Monday, * Biecss See 77.51 79.15 67.57 66.88 305,600 161 
Tuesday, ° Bix. Doe 77.21 78.98 67.70 67.14 360,300 150 
Wednesday, “ 17.... 75.93 76.89 78.60 67.23 66.68 336,200 189 
Thursday, “ 18.... 75.91 78.11 79.28 68.07 67.29 523,200 173 
Friday, “ 19... 76.05 78.60 79.38 © 68.70 «(68.07 521,200 187 
Saturday, 7 Bsces Vee 79.73 79.52 68.78 68.29 302,400 147 
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Tonopah Mining 


Discussion of the Tonopah Leaders—The Rise of a Penny 
Promotion—Getting Second Wind 





By VICTOR DE VILLIERS 





HREE shares for a dollar! This 
was the original offer which 
coaxed the funds from the initial 
investors in Tonopah Mining, 

funds which built up one of the great gold- 
silver-copper mines of the world, and en- 
abled it to disburse a total of nearly $15 
a share in dividends and return about $45 
in income for every dollar invested. Each 
share sold up to $23 in the boom days of 
the Tonopah camp, and there was a firm 
market between 10 and 5 for many years, 
with a current quotation around 3. Its 
dividend record is still unbroken after 
twelve years. 

Tonopah Mining was the first incorpor- 
ated company in the camp, the date of in- 
corporation being June 21, 1901. Start- 
ing with its cleancut capitalization of 
$1,000,000 divided into 1,000,000 shares 
of a par value of $1 the company selected 
the pick of the district including nine 
patented claims in the heart of the rich 
Tonopah Nevada mining district. These 
claims have furnished practically all of 
the wealth which has accrued to stock- 
holders besides providing an accumulated 
equity in surplus, investments and new 
properties valued at around seven million 
dollars. 

A Semi-Closed Chapter 

The years 1901 to 1912 should be re- 
garded as the first part of the romantic 
drama which Tonopah Mining has pre- 
sented in American mining annals. Dur- 
ing these years, the principal activities 
were centered in the silver hoard contained 
in the original 145 acres acquired, on 
which were the claims known as the Miz- 
pah, Burro, Valley View, Desert Queen, 
Silver Top, Buckboard, Sandgrass, Red 
Plume and Crescent. With an average 
selling price of 58 cents for silver during 
these years, the company has drawn from 
this property over $20,000,000 in net earn- 
ings, the latter sum being represented in 
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cash disbursements and reinvestment. Be- 
tween 1905 and 1913 the company paid 
dividends annually as follows: $1,000,000, 
$1,300,000, $850,000, $750,000, $1,400,- 
000, $1,550,000 and $1,600,000 or $8,450,- 
000 in all. 

This procedure could have been con- 
tinued for a long while. Liberal dividends 
to the last stage of ore exhaustion has been 
a fairly common policy with some mining 
companies, but luckily for its shareholders 
Tonopah Mining’s management has never 
been built that way. It commenced to 
think of the future in 1912, to take its 
bearings and look around, meanwhile con- 
tinuing generous dividend payments until 
future policies were established. This 
brings us to the second stage. 

Its Exploration Policy 

The writer has listened to many super- 
ficial opinions, the majority uncomplimen- 
tary, criticising the company’s policy of 
exploration and expansion. Its critics talk 
of the danger of going afield, scattering 
funds and energy to secure “prospects,” 
ignoring the obvious fact that Tonopah 
Mining was once itself a “prospect.” They 
likewise overlook the potent factor of ex- 
perience, scientific methods, conservatism 
and efficiency of the company’s manage- 
ment. 

Mr. J. E. Spurr, vice-president and ad- 
visory engineer of the company, was ap- 
pointed manager of its Exploration Depart- 
ment in 1912, and held this office until 
the fall of last year. In a report dated 
February 9, 1917, to President Austin he 
stated that in the five year period the total 
cost of the Exploration Department had 
been $261,108. The total value of results 
was given as $7,858,601. To quote from 
Mr. Spurr’s statement: “The net value of 
results is based on the appraisal of the fol- 
lowing subsidiary companies: Tonopah 
Placers Company, Tonopah Canadian 
Mines Company, Eden Mining Company 
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and Tonopah Nicaragua Company. I re- 
gard the estimate as conservative.” 

An examination of the balance sheets 
shows that Tonor?h Placers with a demon- 
started earning power of $100,000 an- 
nually according to its last report, is valued 
at $240,000; Tonopah Nicaragua is valued 
at its cost price of $10,000; while the Eden 
property is carried without valuation. The 
consolidated balance sheets between 1912 
and 1916 bring up all stocks and bonds 
to a value of around $3,000,000, which 
valuation not only includes the above, but 
also a railroad appraised at over $1,250,- 
000 and sound mortgage bonds with a 
value of about $1,000,000. The original 
property and all mining equipment is given 
a value of about $1,000,000. : 

Obviously, valuations were not based 
upon optimistic expectations of Mr. Spurr 
or anyone else, and the critics cannot find 
the least evidence of “water” being injected 
to cover errors of omission or commission 
in the Exploration Department. It is not 
difficult to conjecture what would have 
been the fate of the company without ad- 
ditional acquisitions. 

Its Conservative Expansion 


While continuing to acquire and de- 
velop other properties after 1912, the 
company did not neglect its shareholders, 
as the following annual disbursements 
show: $1,600,000, $1,300,000,  $1,- 
000,000, $900,000 and $600,000. In 
December, 1917, the rate was reduced from 
60 cents a share yearly to 714 cents quar- 
terly. This dividend just paid ‘is the fifty- 
second distribution to stockholders, bring- 
ing the total up to $14,650,000, or $14.65 
a share. 

In addition to the holdings referred to in 
Mr. Spurr’s report, Tonopah Mining owns 
or controls the Colorado Gold Dredging 
Company at Breckenridge, Colorado; the 
Mandy Mining Company, and Brutus Min- 
ing Company together with numerous min- 
ing options and leases. These were se- 
lected out of the scores closely examined 
during a period of five years, and repre- 
sent potential producers of gold, silver 
and copper in Nevada, Colorado, Canada 
and Nicaragua now in various stages of 
vigorous development. 

The company also owns the Tonopah & 
Goldfield Railroad with a trackage of 


about 120 miles, 13 locomotives, 188 cars 
which has dividends and good earnings to 
its credit. Tonopah Mining also owns the 
Desert Power & Mill Company of Tono- 
pah which operates a 100 stamp mill; as 
well as the Tunkey Transportation Com- 
pany, @ power and railroad enterprise to 
help out its Eden property and mill. The 
Eden mill began operations in 1917 and is 
said to have an earning power of $400,000 
annually, The dredging company is also 
reported to be ready to produce from its 
placer claims in a substantial way. The 
Mandy Company, its Canadian copper 
enterprise, is shipping ore with satisfactory 
results. 

The equipment of the original Tonopah 
property is complete in every respect. The 
Tonopah Placers property is equipped with 
dredges, power plants and all necessary 
placer mining machinery and tools. The 
Eden property is equipped with a hydro- 
electric power plant in addition to its mill. 

The old property at Tonopah has been 
developed by shafts with about eleven 
miles of drifts, crosscuts, raises and winzes. 
While this property has been extensively 
developed and rich ore is not easily avail- 
able as in the past, there is still a com- 
paratively large acreage in the western 
portion of the property which has possi- 
bilities of adding to the life of the old mine. 
There are possibilities at depth as was 
proven in the neighboring Tonopah Bel- 
mont property where a rich and productive 
vein was cut at a point 600 feet lower than 
any working of Tonopah Mining. But 
these possibilities are limited. 

A Liquidating Proposition? 
_ Hard things are being said about this 
famous old producer which has contributed 
about a third of the metal production of 
Tonopah since its discovery. During the 
last five years production has averaged 
over 2,000,000 ounces of silver and 400.- 
000 ounces of gold annually, the total pro- 
duction being 11,170,922 ounces of silver 
and 2,000,000 ounces of gold. But dur- 
ing the last two years everything con- 
nected with the company appears to have 
declined, from production and earnings 
down to dividends and market quotations. 
The shareholder has watched his shares 
decline from their usual high around 7 or 
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8, to around their present favorite level of 
3; dividends have been slashed in half. 

From a casual inspection of affairs the 
outlook would appear gloomy, and the 
company’s affairs going from bad to worse. 
An examination of recent earnings state- 
ments’ is not encouraging, judging from 
the following monthly statements of net: 
December, 1917, $35,200; January, 1918, 
$56,340; February, $30,175 and March, 
$41,200. The low record of February is 
only at the rate of $362,000 per annum, 
or 36 cents a share before taxes. This 
compares unfavorably with, for example, 
the quarter ending November 30, 1917, 
totaling $181,778 or 73 cents a share. The 
February earnings would appear to offer 
lim security for the maintenance of a 
30-cent annual dividend requirement, and 
pessimism over dividend prospects is justi- 
fied. 

The net earnings of $825,259 for 1917, 
or $0.82 a share, left a balance to surplus 
of $225,259 after dividends. This is the 
largest amount saved for this purpose since 
i911, due to the reduced dividend dis- 
hursement. After $110,502 was set aside 
for depreciation, the total surplus at the 
end of the fiscal year stood at $3,862,884. 

The net earnings of the company avail- 
able for dividends, hitherto derived from 
silver production, have shown a steady 
falling off since 1914 in spite of consider- 
ably higher prices for silver during the past 
eighteen months, as comparative figures of 
earnings per share show: 1914, $1.36; 
1915, $1.05; 1916, $0.93, and 1917, $0.82. 
This decline is partially due to higher 
labor and working costs not offset by the 
rise in silver, substantially because the old 
productive Tonopah property has gone 
back to the “development stage,” and final- 
ly because the company has gradually lost 
its old identity as a spectacular gold-silver 
producer. It is now a sober holding and 
investment corporation. Its original pro- 
ducer must now be included among its 
prospective, semi-developed and developed 
properties only. Some other permanent 
source of dividends will have to be found 
in its new acquisitions, but it is not im- 
probable that this source will be found 











on its original Tonopah holdings by fur- 
ther lateral or deep working. 

Shareholders who depend on dividends 
should not buy Tonopah Mining. 


The Outlook 


According to the last balance sheet avail- 
able, tangible assets consisting of stocks, _ 
bonds cash, bullion and loans are con- 
servatively valued at $5,355,224, while 
current liabilities, including the largest de- 
preciation reserve ($320,502) for bonds in 
the treasury ever made by the company, 
total $677,107. The balance of $4,678,- 
117 is equivalent to $4.67 a share of which 
about $2 a share is liquid. A critical 
examination of the balance sheets over a 
period of years reveals little to find fault 
with on the ground of valuations. One 
must conclude that the shares possess an 
intrinsic value substantially above present 
market quotations, regardless of any specu- 
lative possibilities inherent in the several 
new properties upon which no value is yet 
placed. 

While the actual cash position is not 
very strong, this is offset by the large quan- 
tity of silver carried, the realizable char- 
acter of its bonds, and the high credit 
standing of the company. 

These factors justify confidence in its 
ability to carry out its ambitious program 
of expansion. 

Tonopah Mining has entered the second 
phase of a long career of successful pro- 
ductive and constructive mining. The di- 
versity of its various mining, milling, rail- 
road and water-power enterprises entitles 
the company to be classed among the com- 
ing exploration companies of merit. With 
its high grade management and remark- 
able record the company will probably give 
a further good account of itself in the fu- 
ture. 

We do not regard the present dividend 
as secure, although the passing of it would, 
in our opinion, further insure the ultimate 
investment value of the shares. 

The shares are entitled to a good rating 
as a speculative mining investment, in 
which an investor is justified in placing a 
part of his funds intended for mining se- 
curities. 














Mining Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





ALLOUEZ—Total Receipts in 1917— 
Were $2,101,302, as compared with $2,633,679 
in 1916. After expenses including the income 
and excess profits taxes for 1917 and income 
taxes for 1916 amounting to $1,288,758 there 
‘remained a balance in 1917 of $812,544, against 
$1,481,704 in 1916. 


ANACONDA—March Output—Amount- 
ed to 28,000,000 pounds, indicating the return 
of operations to a level close to the big 
months of 1917. The increase was 4,000,000 
pounds over February. The record output 
last year was 31,300,000 pounds in March 
and 1916, 33,300,000 pounds. 

The fixing of the price of $1 an ounce, as 
provided in the Pittman bill benefits Ana- 
conda, which is the biggest silver producer in 
the country, if not in the world. The rise in 
the price of the metal last year added nearly 
$1,500,000 extra to the Co.’s net income. 


BUTTE & SUPERIOR—Petition for Re- 
hearing Denied—U. S. Circuit Court of Ap- 
peals at San Francisco has denied the Co.’s 
petition for a rehearing of an appeal from 
Judge Bourquin’s decision in favor of Elm 
Orlu in a suit involving ore bodies in the 
rainbow fissure beneath the surface of the 
black rock claim of the Butte & Superior. 

The Co.’s output for March was 15,000,000 
Ibs. of zinc; ore mined, 48,000 tons. The 
mill recovery was 94%, compared with 12,500,- 
000 Ibs. zinc and 250,000 ozs. silver in Febru- 
ary, and 14,500,000 Ibs. zinc and 300,000 ozs. 
of silver in March a year ago. The silver 
output in March was 285,000 ozs. 


CHILE—Holders of Half Paid Install- 
ment Receipts Get Extension—Holders of 
half-paid instalment receipts for the collat- 
eral trust 6% gold bonds, series A, of the Co., 
have been given six months’ additional time 
for the payment of the final instalment. 


CONSOLIDATED ARIZONA—Earn- 
ings and Output—The net oper. profit for 
1917 was $881,816, and in 1916, $859,015. The 
P. & L. surplus was $169,632 and in. 1916, 
$306,204. The Co. handled 19,751,042 pounds 
of copper in 1917, of which 11,537,427 pounds 
came from custom ores. The principal ship- 
pers of custom ores were United Extension 
Mining and Phelps Dodge companies. About 
60 smaller operators also contributed ores 
and concentrate. The construction program 
has been almost 70% completed and about 
$500,000 will be required this year and next. 
Construction expenditures last year were 
$597,132, against $359,482 in 1916; $1,234,856 
was spent for new construction in the last 
four years. 


DAVIS-DALY—New Pump’ Being In- 
stalled—An electric pump has been received 
at Davis-Daly’s Hibernia mine. Installation 
will be complete within a few days when un- 


watering of the shaft will be accelerated. 
Sinking has been held up for some time and 
ore production consequently retarded. 


EAST BUTTE—March Output Increases 
—The smelter output was 2,395,940 pounds of 
copper in March. -The production for the 
first three months of this year of 7,295,000 
pounds, as compared with 4,538,000 in the 
same period a year ago, an increase of over 
60%. Of the 20,013,900 pounds produced in 
1917, 5,700,000 pounds represented the prod- 
uct of custom ores and the balance, 14,313,900 
pounds came from Co.’s own ores. So far 
this year the Co. has been able to keep its 
cost at about last year’s figure, 17.67 cents 
per pound, an advance of .79 cents over 1916. 


ELK HORN COAL—Operations and 
Financial Status—The Co. has just begun 
shipping from its mine at Wheelwright, in 
Floyd County, Ky., the initial daily production 
running at the rate of 1,200 tons. The coal is 
said to be of an extremely high grade, and 
the Co. has capacity contracts on hand. The 
Co, has now 22 mines in operation, all pro- 
ducing high-grade burning coal with a mini- 
mum of waste from slate or other foreign 
substances. 

In 1917 the Co. produced 1,454,000 tons 
from 17 mines in Kentucky and West Vir- 
ginia. Its earnings were at the rate of $55 
per share for its 240,000 shares ($50 par val- 
ue) of common stock after paying its regu- 
lar preferred dividends. 


FEDERAL MINING—Operations—Wins 
Star Mining Suit—The Co. has found a 
shoot of ore on the 600-foot level of the In- 
dependence mine eight feet wide, with a solid 
face of clear galena. It has just won out in 
the suit brought against it by Star Mining for 
alleged trespass involving large ore bodies 
at Muller, Idaho, where the plaintiffs claimed 
ore worth at least $1,000,000 exposed and 
ready for removal. 


GREENE CANANEA—March Output 
Increases—March production was 4,480,000 
Ibs. of copper, compared with 3,960,000 Ibs. in 
Feb. ; 3,130,000 Ibs. in Jan. and 1,650,000 Ibs. in 
Dec. The mines of the company were shut 
down from July to the middle of December of 
last year. In June the output was 3,210,000 lbs. 
in May, 4,370,000 Ibs.; in April, 4,370,000 Ibs. ; 
in March, 5,500,000 Ibs.; in February 5,100,000 
Ibs., and in January, 5,700,000 Ibs. The pro- 
duction of silver in March totalled 130,400 ozs., 
and the output of gold was 1,225 ozs. In Feb- 
ruary the company produced 115,570 ozs. of 
silver and 1,058 ozs. of gold and in January 
96,970 ozs. of silver and 730 ozs. of gold were 
turned out. 

HOLLINGER CONSOLIDATED—May 


Resume Dividends in July—The Co. will re- 
turn to a dividend basis by July 1. It is re- 
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ported to have a surplus of over $1,000,000, the 
net earnings being sufficiently large to make 
regular disbursements possible. Last year the 
company turned a $269,590 deficit into a $712, 
724 surplus, besides upbuilding estimated ore 
reserves from $34,000,000 to $44,300,000. 


INSPIRATION CONSOLIDATED — 
Net Income of $10,903,588 in 1917—A decline 
of $9,725,901 from the total reported for the 
preceding year. Outside income of $177,144 
showed a gain of that amount. Of the income 
of $11,080,732, $9,751,227 was paid out in div- 
idends, leaving a surplus of $1,329,505, com- 
pared with $12,081,438 in 1916. The sharp fall- 
ing off in earnings Was accounted for in large 
part by last Summer’s strike, from which the 
company made a slow recovery. The plants 
are running full time at present; $1,185,249 
were reserved for Federal war taxes. The 
March output, which was the best since June, 
1917, showed an increase of 2,500,000 pounds 
over February, 3,750,000 pounds over January, 
and was at the annual rate of 105,000,000 
pounds. The total for the first three months 
of this year was 19,950,000 pounds, compared 
with 31,950,000 pounds in the corresponding 
period of 1917. 


ISLE ROYALE—Expect Record Produc- 
tion in 1918—It is expected that Isle Royale 
will make a record production this year, with 
costs reduced. The output in March is ex- 
pected to reach 1,200,000 Ibs. of copper, the 
highest monthly output since June, 1917. So 
far this month 70 tons of mass copper have 
been taken out. The stopes below the fifth 
level in shafts 4, 5 and 6 are yielding rock 
averaging as high as 17 Ibs. of copper to the 
ton. The cost of production for the three 
months to March 3 will be about 15 cents per 
lb. After the completion of the sixth head at 
the stamp mill the company will have a stamp- 
ing capacity of 120,000 tons of rock a month. 


KERR LAKE—March Output Increases 
—Silver production of the company in March 
amounted to 207,100 ozs. This compares with 
204,153 ozs. in February, 204,641 in January, 
203,400 in December, and 205,522 in Novem- 
her. In March of last year the output was 
219,335 ozs. and in 1916, 214,902 ozs. 


MIAMI—March Output—The Co. pro- 
duced 5,174,365 Ibs. of copper, compared with 
4,502,905 Ibs. in Febuary, 4,709,483 Ibs. in Jan- 
uary, 4,931,450 Ibs. in December, 3,361,426 Ibs. 
in November, and 2,671,775 Ibs. in October. 
In March of last year the output amounted 
to 5,217,902 Ibs. and in the same month of 
1916 it was 4,102,200 Ibs. 


NEW CORNELIA—March Output In- 
creases—The Co.’s production was 4,576,000 
lbs. of copper, an increase of 970,000.over Feb- 
ruary, 440,000 over January, and was at the 
annual rate of 54,912,000. Production for the 
first quarter was 12,318,000 Ibs. The com- 
pany will show a big increase in production 
this year over the 19,482,191 Ibs. in 1917. Prog- 
ress is necessarily slow on account of difficulty 


in securing machinery for extension purposes. 
The company ranks among the low-cost pro- 
ducers of the country. 


PHELPS-DODGE—Net Earnings in 
1917 $22,456,906—The Co. and its subsidiaries 
total income for 1917 was $62,262,186; ex- 
penses, $39,805,280; net earnings, $22,456,900; 
dividends, $10,800,000; surplus, $11,656,900; 
reserve for mine depletion, $5,516,526; surplus, 
$6,140,380; previous surplus, $15,687,126; total 
surplus, $21,827,506; increase in valuation of 
mines to comply with Government regulations, 


$110,069,341; final surplus, $131,896,847. Last 
year the net after all fixed charges were 
$21,974,000. 


SHATTUCK-ARIZONA—March Output 
—was 1,013,593 Ibs. of copper; 66,878 Ibs. of 
lead; 11,429 ozs. of silver, and 88.98 ozs. of 
gold, compared with 1,518,436 lbs. of copper, 
278,718 lbs. ‘of lead, 18,716 ozs. of silver, and 
200 ozs. of gold in March of 1916. For the 
three months of 1918 the company turned out 
2,717,075 lbs. of copper, 217,643 Ibs. of lead 
27,618 ozs. of silver, and 267.47 ozs. of gold. 


SUPERIOR COPPER—1917 Income— 
was $214,094; dividends, $100,000; balance, 
$114,094; income and excess profits tax, $16,- 
816; balance, $97,278; Lake Milling, Smelting 
& Refining Co. assessment, $42,299; surplus, 
$54,979; previous surplus, $434,313; total sur 
plus, $489,292. The production of copper in 
1917 was 2,201,672 lbs.; of this there was de- 
livered and billed 1,597,914 Ibs., leaving on 
hand Dec. 31, 1917, not billed of 1917 product, 
603,758 Ibs. 


UTAH COPPER—Threatened Strike— 
The company is now threatened with labor 
trouble, its men having petitioned President 
Wilson to commandeer its plants. They de- 
clare that Government intervention alone will 
prevent a strike. The leaching plant is ex- 
pected to be running around June 1 with a 
monthly output of 1,000,000 pounds. There are 
some 40,000,000 tons of waste capping which 
will be a for leaching, besides an ulti- 
mate 400,000,000 tons of tailings. Utah's 
plants are ne of treating about 14,400,000 
tons a year, and with the additions of the 
Magma and Arthur it should be possible to 
handle 18,000,000 tons by the end of 1919. 


WHITE PINE COPPER—1917 Report— 
shows balance of quick assets on Dec. 31, 1917, 
of $509,732. Copper production amounted to 
4,067,529 pounds, of which 3,040,776 pounds 
were sold at an average price of 28.30 cents. 
Cost of copper sold, including freight, commis- 
sions, etc., was 14.99 cents per lb. The company 
carried its 1917 copper sold but not paid for 
at actual cost of production, viz., 14.63 cents 
per pound. Including receipts of $28,937 from 
silver, net earnings were $442,085. State and 
Federal taxes amounted to $44,862, leaving 
a net of $397,223. During the year the com- 
pany retired 15,759 shares of its preferred 
stock, which with $78,360 charged to construc- 
tion, caused a decrease in current assets of 


$104,175 














Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 


as RECOMMENDATIONS to purchase or sell. 





ASSOCIATED OIL—Earnings for 1917 
—Were $7,544,295, compared with $4,551,029 
in 1916. The balance was equal to $9.55 a 
share on $40,220,093 capital stock, compared 
with $8.05 in 1916 on $39,756,792 stock out- 
standing. During the year 39 wells were 
completed. There was expended $476,238 in 
extending the Santa Marie pipe line from 
Divide to Casmalia and increasing capacity 
from 7,000 to 18,000 bbls. a day. Current as- 
sets exceed current liabilities by $4,445,543, 
and cash on hand at the close of the year 
amounted to $1,762,086. 


CALIFORNIA PETROLEUM — Sub- 
sidiary Co. Brings New Well—The Red Star 
Petroleum Co., a subsidiary of-+ California, 
has brought in a new well which is flowing 
at the rate of 2,000 barrels a-day. The oil 
is of a high grade, measuring 27 degrees 
gravity. This is the second well brought in 
by the Red Star. 


COSDEN—1917Report—1917 net earnings 
were $9,567,593, but out of this had to be 
deducted $5,921,811 as reserve for war taxes, 
depreciation, etc. The Co. paid $2,697,038 
in dividends on the preferred and common 
stocks. The balance carried to surplus was 
$966,749, bringing the total up to about $12,- 
000,000. The company has declared its sec- 
ond stock dividend of 5%. The Co. is earn- 
ing not far from 45% on the common stock 
at present outstanding after making the 
most liberal allowances for taxes, deprecia- 
tion, etc. Co. is now refining 12,000 to 15,- 
000 barrels of crude oil daily at its three 
plants. While this is below normal opera- 
tions, it is a big improvement over the last 
three or four months. It is expected the 
entire plants will be running at full capacity 
by June. Capacity of the plants, if operated 
for the extraction of all the products of 
crude oil is 20,000 barrels daily. 


OKLA. PROD. & REF.—Incorporated— 
This Co. has been incorporated in Delaware 
to take over all the subsidiaries of the Okla- 
homa P. & R. Co., and it may eventually ab- 
sorb the parent company. The new corpo- 
ration has an authorized capital stock of 
$25,000,000, of which $21,500,000 has been 
issued, $13,500,000 going to the Oklahoma P. 
& R. Co., and $8,000,000 to the Union Des 
Petroles, a French Co. in which the Okla- 
homa P. & R. has acquired a two-thirds in- 
terest, in exchange for the latter’s ownership 
in valuable oil producing properties in Kan- 
sas, Oklahoma, etc. There have also been 
issied some $2,000,000 bills, payable, in- 
cluding $1,500,000 purchase-money obligations 
for the Osage Hominy lease, and $500,000 
for the Muskogee Refining Co. The Co. 
will have a daily production of about 7,000 
bbls. on which it expects to clear $1.75 a 





bbl., with refinery earnings estimated at $25,- 
000 a month. 


PRAIRIE OIL & GAS—Bringing in More 
Wells—Since the Co. brought in on its prop- 
erty the 2,200-bbl. well, following the bring- 
ing in of a 1,700-bbl. well, the value of its oil 
output has exceeded its ‘coal value. Under 
a contract very favorable to the Texas & 
Pacific Coal Co. the Co. will drill a score 
or more wells on 46,000 acres of land under 
lease to the T. & P. Co. The latter Co. has 
a one-half working interest with the 
Prairie Co. when oil is developed. A cash 
bonus for this privilege paid to the T. & P. 
Co. by the Prairie Co. is reported to be in 
the neighborhood of $5,000,000. The Prairie 
drilling is already under way. The Co.’s 
present production is about 4,000 bbls. a day. 
It is receiving a premium for its production, 
but on the basis of “the posted rate for 
crude, earnings on production of 10,000 bar- 
rels would run over $7,000,000 a year. 


SINCLAIR OIL & REF.—Passes Divi- 
dend—The Co. passed the quarterly dividend 
on its stock. Harry F. Sinclair, president, 
stated: “The directors passed the quarterly 
dividend. In view of the present condition, 
this was deemed the conservative policy, in 
that the first financial consideration in any 
company to-day is the conservation of cash. 
The construction program approved two 
years ago and recently further enlarged, is 
now nearing completion. The pipe line from 
Oklahoma and Kansas to East Chicago has 
been completed and is delivering oil to the 
new refinery at Kansas City and East 
Chicago, both of which are in operation.” 


STANDARD OF N. J.—Wage Increase 
Granted—A 10% wage increase tor nearly 
all the 30,000 employes of the Co., together 
with series of old age and service annuities, 
sick benefits and an elaborate plan for im- 
provement of sanitary conditions, has been 
announced. 


UNION OIL OF CALIF.—Extra Divi- 
dend—The Co. declared the regular quarter- 
ly dividend of $1.50 and an extra dividend 
of $1 a share, payable April 20 to stock of 
record April 1. The total to be distributed 
is $1,089,180. On March 15 the company 
paid an extra dividend of, 10% in stock. 


UNION TANK LINE—Earned $30.91 a 
Share in 1917—The net earnings were $3,- 
709,516, compared with $2,081,766 in 1916, 
$1,067,958-in 1915 and $687,200 in 1914. Fed- 
eral income and excess profits taxes amount 
to $859,918. The earnings were $30.91 a share. 
In 1916 earnings many YY 34 a share. Final 
profit and loss surplus at the close of 1917 
amounted to $5,463,778. 
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Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





AETNA EXPLOSIVES — Earnings 
February, 1918, $30.385—The net earnings 
totaled only $30,385 for February, a reduc- 
tion of $365,590 from those of January, and 
the lowest on record since the receivers took 
charge in April last. The net compares with 
$395,975 in January and with $686,214 in No- 
vember last, the high record month. Gover- 
nor Benjamin B. Odell, one of the receivers, 
said that the falling off in earnings was due 
to embargoes on freight and the inability to 
get raw materials. Various of the military 
and commercial plants of the company were 
shut down during the month on this account. 
The profit for the month was $129,385, but 
from this was deducted nearly $100,000 for 
settlement of attorney’s and receivers’ fees 
ordered by the court. 


DU PONT (E. IL.) DE NEMOURS— 
$60,000,000 Suit Appealed—A lfred I. du Pont 
and other plaintiffs in the suit against the 
present management of the Co., involving 
about $60,000,000, present value of the stock 
formerly held by General T. Coleman du 
Pont have carried the case on appeal from 
the decision of Judge Thompson of the U. S. 
District Court, to the U. S. Circuit Court of 
\ppeals. The appeal is based upon the con- 
tention that Judge Thompson erred in re- 
ferring the matter to the stockholders for a 
vote after deciding the case against the de- 
fendants. 


ELECTRIC BOAT—Annual Statement— 
lor year ended Dec. 31, 1917, shows net in- 
come of $2,080,038, after all charges, as com- 
pared with $6,479,449 for 1916. Dividends 
paid amounted to $1,380, 978, against $4,603,- 
260 paid in the preceding year. Gross earn- 
ings from construction and sales in 1917 to- 
taled $23,873,934 and net profit from opera- 
tions was $2, 370, 588. Profit and loss surplus 
as of Dec. 31, 1917, was $5,447,804. The net 
income was equal to $27.11 a share on its 
capital stock, preferred and common, as 
compared with $84.45 in 1916. 


FORD MOTOR—Curtails Output of Au- 
tomobiles—March was the first month in 
which the curtailment in automobile produc- 
tion made itself seriously felt. April will show 
a further comparative decline in the number 
of passenger cars made and after that the 
output figures are expected to continue pretty 
bey on the basis of a 30% curtailment. 

> is making but slightly more than 
om ‘of the cars it made at the peak of the 
load. It has cut its output more than the 
others and has done so voluntarily, because 
of the immense volume of Government orders 
it holds for a- wide variety of output. 


KEYSTONE TIRE—Earnings—On sales 
of $7,213,139 for the calendar year 1917 the 
Co. earned a net of close to $1,000,000 
equivalent to 66% on the 148,170 shares of 
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stock outstanding. For the three months 
ended March 31, net was $137,070, a gain of 
$70,204, or more than 100% over the first 
quarter of 1917. The Co. has established 43 
selling agencies in various cities during the 
last two years. 


NILES-BEMENT-POND —New Plant 
Under Way—This Co. with works at Plain- 
field, N. J., manufacturer of machine tools, is 
having plans prepared for its proposed new 
plant on the Lincoln Highway and the Hack- 


ensack River, Kearny, N. The initial 
works will consist of one and two-story 
buildings, comprising machine shops, erect- 


ing works and other structures, and, it is said, 
will cost about $2,000,000. 


NOVA SCOTIA STEEL COAL—Work- 
ing Capital $10,163,439 Dec. 31, 1917—The 
one feature of 1917 was the expansion in 
working capital. Up to the beginning of the 
war, the Co. had been chronically “hard up,” 
and its working capital was of the most theo- 
retical and attenuated sort. At the close 
of 1914, the excess of current assets over 
current liabilities was but $154,883. Even at 
the close of 1916, after two years of strong 
earnings, the Co.’s net quick assets were but 
$4,193,179. As of Dec. 31, 1917, the Co. had a 
really creditable balance of net quick of $10,- 
163,439, an increase of $5,970,260 during the 
year, or a gain of 142%. $4,500,000 of this in- 
crease came through the sale of $5,000,000 
additional stock at 90. 


PUNTA ALEGRE SUGAR—Made 271,- 
093 Bags Sugar to March 24—This Co., 
which is owned largely by Boston capital, has 
been having an excellent run of sugar at its 
three Cuban centrals. Up to March 24, the 
Co. had made a total of 271,093 bags of raw 
sugar against 122,342 bags in the same period 


last year. This production is 20% larger 
than that of 1917. 
ROBERT GAIR—Net Profits, 1917, 


$863,667—This Co., in which New England 
investors are interested through the $2,880,000 
preferred stock, had in 1917 the most pros- 
perous year in its history. 

The fiscal year has been changed to co- 
incide with the calendar period so that the 
1917 statement covers only the nine months 
from March 31 last. During this period the 
Co, realized net profits of $863,667, or at the 
rate of $1,151,558 per annum. oo is a gain 
over the previous year of 84 


SEMET-SOLVAY—Must Pa State Tax 
—Judge Kunkel ruled that the Semet-Solvay 
Co., which operates a chain of by-products 
plants in this and nine other States, including 
the Steelton plant, must pay a Penn. State tax 
for 1913, amounting to $5,931.53, together with 
accrued interest and commissions amounting 
in the aggregate to $7,380.30 

















TOPICS FOR TRADERS 








Attorney General’s Ruling Hits Short 
Sales 





ALL STREET regards the rul- 
ing of the Attorney General as 
applied to the taxation of stocks 
borrowed in the completion of 

short sales, as a distinct check to an im- 

portant factor in the financial machinery. 

Wall Street interpreted the law as mean- 
ing that a tax of 2 cents per share or $2 
per 100 shares was to be paid the govern- 
ment when A sells stock short to B and 
$2 per 100 was to be paid by the seller 
when A bought back his short stock. This 
was the way a similar law was interpreted 
which was in effect from 1898 to 1902. 
No account, as far as taxes was concerned, 
was taken of the borrowing and the loan- 
ing of stock. 

Under the new ruling it appears that 
in addition to the regular taxes there is a 
$2 tax which must be paid when C loans 
100 shares to A for delivery to B. C 
being the loaner and not the seller of the 
stock is naturally unwilling to pay the 
tax, so it falls on A. Furthermore, A must 
pay another $2 when he returns the stock 
to C. 

Views of Stock Exchange Members 


Commenting on the new ruling a mem- 
ber of one of the largest Stock Exchange 
houses said to the MAGAZINE oF WALL 
STREET: 

“The interpretations of the recent law 
which imposes a tax on all stock loaned 
and returned, works a great hardship on 
the short seller and curbs one of the ele- 
ments of support in a declining market. 
This law says that a tax of 2 cents a share 
on a par value of $100 be levied on stock 
when it is loaned by one broker to another 
and also when it is returned. -A ruling 
of the Exchange puts the burden of the 
whole tax on the borrower. This tax is 
in addition to the former tax on sales of 
stocks. If a broker sells 100 shares of 
Steel short for a customer he must cancel. 
$2 worth of federal stamps on the sale of 
the stock and in addition must pay a $2 





tax upon borrowing a 100 shares from 
another house in order to make delivery. 

“Again when his customer completes his 
transaction and covers the stock of which 
he is short, the borrowed stock must be re- 
turned and this calls for another tax of 
$2. Hence on the short sale of 100 shares 
of Steel the short seller pays $6 federal 
tax in addition to a $2 state tax. 

Even Greater Hardship 

“This tax imposes even greater hardship 
on the short seller in that the stock loaned 
by him for delivery may be called at any 
time if the owner desires. In that case 
the seller would have to resort to further 
borrowing with additional taxation. 

“It is conceivable that on the short sale 
of 100 shares of.stock, the stock might be 
borrowed and returned twenty times over 
a long period of time, involving a total of 
taxation out of all proportion to the trans- 
action.” 

In regard to the contention made that in 
the act of borrowing the stock there is no 
change of ownership the ruling says: 

It cannot be said that the borrower is 

a mere agent between the lender and the 

vendee, so as to make what is in appear- 

ance two transactions in reality only one. 

There is no privity between the lender 

and the vendee. The former looks mere- 

ly to the borrower, and assumes no re- 
lationship further. There are, therefore, 
in substance, two transactions, a transfer 

by the lender to the borrower, and a 

transfer by the latter to the vendee, and 

the tax must be paid on each. 

It appears then that from now on short 
selling is going to be an exceedingly ex- 
pensive and perhaps, therefore a very un- 
popular form of market transaction if the 
ruling is upheld by the courts. And that 
the ruling is retroactive will add further to 
the cup of woe of the bears. Perhaps, 
however, that was one of the objectives 
contained but unexpressed by the law. 

Market economists tell us, however, that 
short selling is a necessary and legitimate 
stabilizer of the market. 
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Tidal Swings of the Stock Market 


Part XI—Some Practical Suggestions—What Helps Do 
Investors NeedP—How to Use Them—Conclusion 





HE preceding ten articles have cov- 

ered, in condensed form, those 

factors which I believe to be of 

the greatest value to the investor 

in forming his judgment as to the broad 

tidal movements of stock prices. It re- 

mains to add some practical suggestions 

which may aid in summarizing the whole 
and in putting it to actual use. 

Only a part of that collection of facts 
and conclusions upon which the investor’s 
judgment will be based can be reduced to 
graphic form, but those factors which can 
be represented in that way should be. 
There is no reason why the student should 
burden his memory with relationships 
which can be committed to a graph. 








Statistics in Graphic Form 


A graphic record of the following is 
highly desirable: 

The.weekly range of some standard aver- 
age of stock prices.* 

Weekly volume of shares traded in on the 
New York Stock Exchange.* 

Weekly range of a standard average of 
bond prices. 

The interest rate on prime commercial 
paper of about six months’ maturity, at 
New York City. This may be recorded at 
the end of each week, as changes are usual- 
ly gradual. 

Unfilled tonnage of United States Steel 
Corporation monthly, as given out by the 
company. 

All these may easily be combined on one 
large graph, which will then cover money, 
bonds, stocks and business conditions. As 
we have seen in previous articles, it is the 
interrelations among these four which shed 
perhaps the clearest light on the tidal 
swings of stocks. 

The necessary figures are easily obtained 
from various publications. The New York 
Sunday Times contains satisfactory aver- 


*These are explained in eee! detail in the author's 
book, “How to Read the Financial Page,” $1.06 post- 
paid. 
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ages and quotes commercial paper rates. - 
Total sales of stocks for the week appear in 
the Monday edition. U. S. Steel orders are 
published as soon as given out by the com- 
pany. The weeks should be plotted as 
close together as possible on the graph, so 
that a view of the movements over a year 
or more can easily be obtained. 

The graphs used with these articles have 
all been constructed on the monthly basis 
because weekly graphs covering so many 
years would be too unwieldy to print. The 
principles brought out appear even more 
clearly on the weekly graphs than on the 
monthly. 

In regard to the selection of individual 
stocks, an almost unlimited amount of work 
can be done if desired. The investor who 
keeps no special records on these will get 
the most direct help, when the time comes, 
from the several “Bargain Indicators” and 
condensed statements of industrial earnings 
and dividends over a period of years which 
appear regularly in THE MAGAZINE oF 
WALL Street. These show fairly well the 
trend of earnings for each stock. 

But the more the investor knows about 
the earnings and prospects of various com- 
panies the better, when it comes to selecting 
issues which are most likely to advance or 
decline, and it is not a bad idea to keep 
weekly graphs of the price range of some 
of the more attractive issues in which the 
investor thinks it probable that he might 
wish to make a commitment. This is espe- 
cially desirable in connection with the prin- 
ciple touched upon at the end of Part IX 
of this series. 


Averaging 


A question of considerable importance is 
whether the investor, when he believes the 


’ time has come to buy, should purchase his 


full line at once or should buy a part of it 
and wait to see whether he can buy the rest 
cheaper. This is known as “averaging.” 
It may be done “on a scale”—for example, 
buying at 30, 28, 26, and so on down—or 
by buying half one’s requirements and then 
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waiting until the time seems ripe to buy the 
other half. 

When the investor confines his efforts to 
trying to buy as near to the bottom of the 
tidal swing.as he can and sell as near the 
top, I see no advantage in averaging. He 
has only one man’s judgment to use and all 
he can do is use it. There is inevitably 
a certain point where he believes that the 
market has just turned. He might as well 
buy or sell at that point, since that repre- 
sents his best judgment. If he has caught 
the turning point closely, he is more or less 
of a “wizard.” But whether he has or not, 
he has done his best and can do no other- 
wise. If he buys only half his intended 
line and waits to buy the other half later, 
that means that he is using his best judg- 
ment on only half. 

In nine cases out of ten, probably, the 
market will go against him somewhat after 
he makes the purchase. He will then say, 
“I could have done better by averaging.” 
True enough, but would he? Or would he 
have waited until the golden opportunity 
slipped away entirely? For, as we have 
seen, that is just what the great mass of 
the public does. 

The case is somewhat different, however, 
when he endeavors to follow the trend by 
buying or selling in the course of a move- 
ment which is already in progress. The 
average investor’s guess as to the bottom of 
a reaction in a bull market or the top of a 
rally in a bear market is worth very little, 
and it is important for him to avoid getting 
heavily loaded up near the beginning of a 
reaction only to see prices fall far below 
his purchase price. 

In this case he is no longer buying at 
bargain levels. He is buying after a con- 
siderable advance in the belief that the 
market will advance still further. He must 
therefore be more cautious, and may well 
follow the principle of buying “on a scale,” 
or of buying at first only a part of what he 
is able to carry. 


Use of Stop Orders 


Another question is, Should stop orders 
be used? (The stop order is an order to 
sell when the price touches a stated figure 
below the current market, or to buy when 
the price reaches a fixed figure above the 
market.) 

For example, turning to the graph on 


page 977, March 30 issue, suppose that the 
investor concludes in February, 1904, that 
the market has turned for a long upward 
swing and buys at a price represented by 
93 on the scale of average prices. Should 
he then place an order to sell in case the 
market goes lower than it sold in Septem- 
ber, 1903, on the theory that such a move- 
ment would prove him wrong and he could 
then better get out and wait for the next 
opportunity? Or should he patiently hold 
his position and wait for prices to recover? 

This depends on the man—on how much 
money he has in proportion to his commit- 
ment, and whether he is of the speculative 
or the investment temperament. It is im- 
possible to lay down a rule as to which 
method is the better, because that depends 
on how often or to what extent the investor 
is going to be wrong. 

We may say this, however, that which- 
ever method the investor decides upon, he 
must follow it consistently. He must not 
buy with the intention of holding on until 
he has a satisfactory profit, and then when 
the market turns weak change his plan and 
decide to sell out and try again, or buy with 
the intention of using a stop order and then 
cancel the stop order, through unwilling- 
ness to take a loss, when the price begins 
to approach his order. Such changes of 
plan always result in confusion. 

Another common use of the stop order 
is to prevent a profit from running into a 
loss. For example, if a stock bought at 80 
advances to 85, the buyer then puts in an 
order to close his deal in case the price 
again falls to say 80%. He can then forget 
the trade and proceed to use his funds in 
other stocks if an opportunity presents it- 
self. 

Evidently the higher the general scale of 
prices rises, the more important it is to pre- 
vent a profit from running into a loss. 
When prices are low it is not usually de- 
sirable for the tidal swing investor to use 
this plan, since it may result in his being 
closed out on a reaction just before the mar- 
ket is ready to start on a prolonged ad- 
vance. If he has bought after due consid- 
eration and has exercised ordinarily good 
judgment, he will usually-do better to hold 
his position during early reactions in the 
market—which are, of course, highly prob- 
able—without being alarmed if his first pa- 
per profit runs into a temporary loss. 
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But when a purchase has been made on 
a reaction in the middle of a bull market, 
so that the buyer has paid considerably 
more for his stocks than he would have had 
to pay if he had bought near the bottom, it 
is desirable to apply this principle of pre- 
venting a profit from running into a loss; 
because if it turns out that he has mis- 
judged the situation, so that a bear market 
has caught him unawares, his loss may 
eventually become large. 

It will be seen that there is a greater pos- 
sibility of this after such a trade, made in 
the middle of the bull market, has shown 
a fair paper profit than there was when the 
investor made his purchase, because the 
bull market will then be just that much 
farther advanced in its course. 

To make this a little clearer, suppose 
during the summer reaction in the bull 
market of 1916, a purchase had been made 
at the level represented by the price of 85 
for the 50 stock average. Prices then ad- 
vanced above 100 and by the end of the 
year had again declined to about 90. As- 
suming that the investor had up to that time 
failed to recognize the beginning of the bear 
market, if he once allowed his purchase at 
85 to begin to run into a loss he would be 
likely—following the theory that merely 
another reaction in the bull market was 
taking place—to allow prices to fall to per- 
haps 75 before becoming discouraged and 
selling out. He would have been consider- 
ably better off if he had “stopped” his 
trade at 8534 on the assumption that he 
might be wrong, and that even if he was 
right he still had the chance of repurchas- 
ing as low or lower than he had sold. 

On the other hand, if he had bought at 
the level of 60, when the stock exchange 
reopened in 1914, he would have been 
wrong in placing a stop at 60% after the 
first advance to 65, as he would then have 
been closed out near the bottom of the first 
reaction and at a very low range of prices. 

The stop order is a very helpful device, 
but judgment and discrimination must be 
employed in making use of it. 


Conclusion 


Throughout these articles I have endeav- 
ored to avoid giving the impression that the 
application of the principles explained will 
enable any one to buy at the bottom and 
sell at the top, or that sudden wealth can be 
acquired by following the tidal swings. 

The investor’s greatest danger is getting 
in too much of a hurry. Having started 
with the determination to act conservatively, 
he is liable to be gradually led astray into 
the field of active speculation, which is a 
profession in itself and something entirely 
different from endeavoring to follow the 
tidal swings. 

The fact can hardly be emphasized too 
strongly that the study of the tidal swings 
is merely an aid to the investor proper—a 
means of enabling him to increase his av- 
erage yearly returns on his capital. 

It would be easy to figure out with pencil 
and pad just how great the investor’s profits 
would be if he bought within five points of 
the bottom and sold within five points of 
the top of each broad swing of the market, 
and the result would be impressive—but 
unimportant. The optimism generated by 
such hind-sight calculations has often 
caused heavy losses by those who over- 
estimated their ability to do in the future 
what they plainly saw might have been 
done in the past. 

It has been estimated by G. C. Selden, 
in his book “Investing for Profit,” that an 
experienced investor of sound judgment 
may not unreasonably hope for an average 
return of 20 per cent. annually, including 
both interest and profits. I see no reason 
to disagree with that statement, but of 
course everything depends upon that one 
word “judgment.” It is to the cultivation 
of judgment and the avoidance of impuls- 
ive action that the investor’s efforts must 
be constantly directed. 

If such efforts are somewhat facilitated 
by what I have had to say in these chapters, 
my hopes will have been fully realized. 

(End of the Series.) 








Don’t believe that you can purchase poor securities, preserve them until a 
severe decline in the general security market takes place and then easily hy- 


pothecate them in loans to buy more. 
It will only be the best on which you can borrow to any 


not be successful. 
extent and then none too easily. 


It may work but very likely it will 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred into the 
Owner’s Name Before the Date of the Closing of the Company’s Books 





@ Amer Bank Note 


4% 
10% 
1% 
6% 
6% 


8% 
$6 


. Inter Mere 


Name 


Amer Beet Sugar 
Am. Gas & Elec 
Am Light & Trac 
Am Light & Trac 
Am Lgt & Trac c 
Amer Shipbuilding p. 1% % 
Amer Shipbuilding c. 14% 
Amer Sumat Tob c.. 1%% 
Am Zin Lead & Sm p. $1.50 
Anaconda Cop Mng.. $2.00 
Atch Top & San Fe c. 1%% 
Atlas Powder p 1%% 


CECLL LO OLCL0 


Bethlehem Steel n p. 
Bethlehem Steel p.. 
Brown Shoe Inc p... 
Burns 


Chevrolet Motor Co.. 
Cities Service Co. p. 
Cities Service Co. c. 
Cities Serv Co. c ex.t 
Cl Cin Chi & St L p. 
Cluett P’body & Co c 
Com’wealth Edison.. 
Consolidation Coal.. 


RRRKKRRZ 
SoCo KEKO 


Delaware & Hudson.. 2 
Domin Steel Corp D. 1 
DuP (E.1.) de N.P. p + 


% 
% 
% 
DuP (B.1.) de N.P. ¢ 1% 


Eastman Kodak p... 
Eastman Kodak c... 
Edison Elec (Boston) 
Blec Bond & Share p. 
Bureka Pipe Line.... 


% 
% 
% 


Q 
Q 
Q 
Q 


Q 
Q 
Q 
Q 
y 
Q 
Q 
Q 


F 


Fajardo Sugar Co.. 
Fisher Body Corp P. 


ef 
1 
G 
Gen Cigar Co. Inc cl 
Gen Motors Corp p. 1% 
Gen Motors Corp c. 3 

Goodrich (B.F.) Co. p. 1% 
Goodrich (B.F.) Co. c. 1 
Granby Consol Mining. 2 
Gulf States Steel 1 p. : 
Gulf States Steel 2 p. 


RRKRRFRS 


Fee 


Havana B Ry L p.. 
Havana B Ry L c.. 
Homestake Mining .. 


Illinois Central...... 
Indiana + 3 Line.. 
rp ac. 


Internat Nickel p.. 1 


*June 
*June 
*Apr. 
*Apr. 


Payable 


May 15 
July = 
May 
May 
May 
May 
May 
May 
May 
May 
May 
June 
May 


erey. forevererererer= 


ne 
tt ek Ct et et et 


Ann. 


Rate Name 


7% Kayser (J) & Co. 1p 
7% Kayser (J) & Co. 2p 
$4 ~—«- Kelly-Spring’ Tire c. 
$1 Kerr Lake Mines Ltd 02 
...-Kerr Lake Mines Ltd ff$0.15 
6% Keystone Telephone p. 3 % 


6% McElwain Co. 1 p... 

6% McElwain Co. 2 p... 

6% McElwain Co. com.. 

7% 

$4 = =Miami 

$6 Midvale Steel & Ord. 
Midwest Refining. . 


Nat Biscuits p....... 
Nat Biscuit 

Nat Enamel & Stpg 
Nat Bnamel & Stpg 
New Jersey Zinc.. 
Norfolk Western D.. 


Reka 
KKRKKA 
©2000 


Pacific Coast Co. 1 p. 
Pacific Coast Co. 2 p. 
Pacific Coast Co. 1 p 
Pac Gas & Elec org p 
Pac Gas & Elec 1 p. 
Pere Mar Prior 1 p. 
Pierce-Arrow M ‘wah 
Pittsburgh Coal.... 
Pitts & W. Va. a 
Pub Serv of N. Ill 
Pub Serv of N. Ill 


ow. 
Te csestnahnens 
EEKKEEK 


00 ot 
RE 


Reading Co. 


& 


Q 
Repub Iron & Steele 14% Q 


Sears Roebuck & Co 
Superior Steel Cor 1 
Superior Steel Cor 2 
Superior Steel Cor 


Uni’d Cig St of Am c. 
United Dyewood Cor p 
United Drug Co 1 p. 
United Drug Co 2 p. 
U. S. Rubber 1 p.. 
U. 8S. Rubber 2 


Virgin-Caro Chem c.. 


Willys-Overland c... 
Woolworth (FW) c. 


--. Central RR. (N.J). 
.. Chief Con Mng 
-. Iron Blossom 
... Iron Cap Copper c. 
. Pac Gas & Blec. 1p. 
Sapulpa Ref Co. 1 >: 
3% 1 York Railways p.. 


~ *Payable to stockholders o 
+Payable in common stock. 
fPayable to Red Cross. 


RRR RKRRKRRKLKA 
LCLLC LOL LOOLO 


* Apr. 
*May 
*Apr. 
*Apr. 


*Apr. 


*Apr. 
*May 


*Apr. 
*Apr. 
*Apr. 
*Apr. 
*Apr. 
*Apr. 
*Apr. 


May 


May 
June 


May 
May 
Apr. 
May 
May 
May 
Apr. 30 


of this date. 





